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INCREASE BORROWING POWER OF COMMODITY 
CREDIT CORPORATION 


TUESDAY, MAY 15, 1956 


House oF REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
New Hovse Orrice BurILpIna, 
Washington, D. C. 

The committee met at 10 a. m., Hon. Brent Spence (chairman) 
presiding. 

Present: Chairman Spence, Messrs. Brown, Rains, Multer, O’Hara, 
Mrs. Sullivan, Messrs. Fountain, Reuss, Vanik, Kilburn, Betts, Mc- 
Vey, Hiestand, Nicholson, Bolton, and Bass. 

The CHarrMaAn. The committee will be in order. 


We are met this morning to consider H. R. 11132, the Commodity 
Credit bill. 


(The bill follows:) 


[H. R. 11132, 84th Cong., 2d sess.]} 
A BILL To increase the borrowing power of the Commodity Credit Corporation, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 


INCREASE IN BORROWING AUTHORITY 


SrcTiIon 1. (a) Section 4 (i) of the Commodity Credit Corporation Charter Act, 
as amended (15 U. 8. C. 714b (i)), is amended by striking out “‘$12,000,000,000” 
and inserting in lieu thereof ‘‘$14,000,000,000’’. 

(b) Section 4 of the Act of March 8, 1938, relating to the Commodity Credit 
Corporation, as amended (15 U. S. C. 713a—4), is amended by striking out 
“$12,000,000,000” and inserting in lieu thereof ‘‘$14,000,000,000’’. 


PREVENTION OF WATERFOWL DEPREDATIONS 


Sec. 2. (a) For the purpose of preventing crop damage by migratory waterfowl, 
the Commodity Credit Corporation shall make available to the Secretary of the 
Interior such wheat, corn, and other grains, acquired through price-support 
operations and certified by the Commodity Credit Corporation to be available for 
the purposes of this section or in such condition through spoilage or deterioration 
as not to be desirable for human consumption, as the Secretary of the Interior 
shall requisition pursuant to subsection (b) of this section. With respect to any 
grain thus made available, the Commodity Credit Corporation may pay packaging, 
transporting, handling, and other charges up to the time of delivery to one or 
more designated locations in each State. 

(b) Upon a finding by the Secretary of the Interior that any area in the United 
States is threatened with damage to farmers’ crops by migratory waterfowl, 
whether or not during the open season for such migratory waterfowl, the Secretary 
of the Interior is hereby authorized and directed to requisition from the Com- 
modity Credit Corporation and to make available to Federal, State, or local 
governmental bodies or officials, or to private organizations or persons, such grain 
acquired by the Commodity Credit Corporation through price-support operations 
in such quantities and subject to such regulations as the Secretary determines 
will most effectively lure migratory waterfowl away from crop depredations and 
at the same time not expose such migratory waterfowl to shooting over areas to 
which the waterfowl have been lured by such feeding program. 
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(c) With respect to all grain made available pursuant to subsection (b) of this 
section, the Commodity Credit Corporation shall be reimbursed by the Secretary 
of the Interior for its expenses in packaging and transporting such grain for the 
purposes of this section. There are hereby authorized to be appropriated such 
sums as may be necessary to reimburse the Commodity Credit Corporation for 
its investment in the grain transferred pursuant to this section. 


AMENDMENT TO PENAL PROVISIONS 


Sec. 3. Subsection (c) of section 15 of the Commodity Credit Corporation 
Charter Act, as amended (15 U. 8. C. 714m (c)), is amended to read as follows: 


“LARCENY; CONVERSION OF PROPERTY 


““(c) Whoever shall willfully steal, conceal, remove, dispose of, or convert to 
his own use or to that of another any property owned or held by, or mortgaged or 
pledged to, the Corporation, or any property mortgaged or pledged as security for 
any promissory note, or other evidence of indebtedness, which the Corporation 
has guaranteed or is obligated to purchase upon tender, shall, upon conviction 
thereof, if such property be of an amount or value in excess of $500, be punished 
by a fine of not more than $10,000 or by imprisonment for not more than five 
years, or both, and, if such property be of an amount or value of $500 or less, be 
punished by a fine of not more than $1,000 or by imprisonment for not more than 
one year, or both.” 

The CHarrMaAn. The clerk will call the first witness. 

The CLerx. Mr. Chairman, the first witness is Mr. True D. Morse, 
President of the Commodity Credit Corporation, and Under Secretary 
of Agriculture. 


The CuarrmMan. Mr. Morse, you may proceed. 


STATEMENT OF HON. TRUE D. MORSE, PRESIDENT, COMMODITY 
CREDIT CORPORATION, AND UNDER SECRETARY OF AGRICUL- 
TURE; ACCOMPANIED BY MARVIN L. McLAIN, ASSISTANT 
SECRETARY OF AGRICULTURE; EARL M. HUGHES, ADMINIS- 
TRATOR, COMMODITY STABILIZATION SERVICE; R. P. BEACH, 
ASSISTANT DEPUTY ADMINISTRATOR, OPERATIONS, COM- 
MODITY STABILIZATION SERVICE; AND PRESTON RICHARDS, 
DEPUTY ADMINISTRATOR, PRICE SUPPORT, COMMODITY STA- 
BILIZATION SERVICE 


Mr. Morse. Thank you, Mr. Chairman, and ladies and gentlemen. 

I regret that it is necessary to appear before you with another 
request for an increase in borrowing power of the Commodity Credit 
Corporation. The necessity for this increase is primarily the result 
of a record or near-record production of the major crops in 1955, and 
the outlook for a continued heavy volume of price-support operations 
on 1956 crops. 

We are requesting at this time an increase of $2 billion in the CCC 
borrowing power—from the present authorization of $12 billion to 
one of $14 billion. 

The increase requested does not include provision for financing the 
soil bank by the Commodity Credit Corporation as proposed in 
pending legislation, except insofar as the margin of available borrowing 
power may permit the initiation of the program. Additional borrow- 
ing power may have to be requested next spring to cover obligations 
under this program through June 30, 1957. Also, the estimates do 
not look beyond the needs for the 1956 crops, and we will probably 
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need to review the situation in the early part of the next Congress in 
the light of conditions as they exist at that time, including additional 
legislation that may be enacted. 

As this committee is aware, once the levels of support for a crop- 
year have been announced, the Corporation is in a position of having 
made an open offer to make loans or purchases at the applicable sup- 
port price on any eligible quantity of the commodity which may be 
produced in that crop-year. The Corporation has no control over the 
proportion of the total crop eligible for support that it may be required 
to finance through loans or purchases. 

The quantity of commodities actually placed under support de- 
pends upon all of the numerous sanwedictalle factors that determine 
total supplies and market prices, such as weather conditions, insect 
damage, export trends, prices of supported as well as related com- 
modities and future business conditions generally. The open-offer 
nature of our operations against a backdrop of variable economic 
conditions at some future time precludes, of course, our being able to 
estimate the use of borrowing power more than a few months in the 
future with any degree of accuracy. 

When we were before this committee last July seeking an increase 
in CCC borrowing power from $10 to $12 billion, we had estimated 
that by this coming June 30, our borrowing authority in use would 
be $10.3 billion. This estimate represented our best judgment regard- 
ing 1955 crop loan and purchase operations, and, as usual, was predi- 
cated upon average recent yields and price support being extended 
consistent with the then existing supply and demand outlook for 
agricultural commodities. 

Actual borrowing authority in use as of March 31, 1956, was over 
$11.4 billion, and it now appears that by June 30 it will approximate 
$11.7 billion. Thus, the current outlook is that we will have used 
$1.4 billion more of our borrowing authority than we had expected 
when we were here last year. 

More specifically, loans made this year are estimated to total $3.1 
billion—$700 million more than previously estimated. Here, an all- 
time record yield per acre of cotton was primarily responsible. Loan 
repayments, previously estimated to be around $1 billion, are now 
estimated to total only $600 million. This is a $400 million decrease 
in estimated receipts and a consequent increase of the same amount in 
use of CCC borrowing power. 

In this case, approximately one-quarter billion dollars of anticipated 
wheat loan repayments failed to materialize. Similarly, purchases— 
primarily rice and dairy products—are currently estimated at $150 
million more than previously and all other types of obligations at 
$181 million more than expected. 

Total sales proceeds were $40 million more than previously esti- 
mated, with increased dispositions of numerous commodities offsetting 
cotton sales of $236 million less than had been expected. 

Of the total of $11.4 billion of borrowing power in use as of March 
31, 1956, actual borrowings from the United States Treasury amounted 
to $10.4 billion, and obligations to purchase loans held by lending 
agencies amounted to $1 billion. These are the two items which 
existing law states shall be covered by the statutory borrowing 
authorization. 
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As indicated in the attached table, it is estamated that the Corpora- 
tion will have obligations outstanding, totaling $13,552 million by 
June 30, 1957. This is $1,552 million more than the existing borrow- 
ing power of $12 billion. In estimating these increased needs, which 
relate primarily to 1956 crop operations, we have assumed— 

(1) That yields per acre on each 1956 crop will equal the yield 
obtained on the 1955 crop; and 

(2) That the same proportion of production which was placed 
under support from the 1955 crops will occur again with respect 
to the 1956 crops. 

As a margin of safety we have added an additional $448 million 
to the $1,552 million indicated increase needed, bringing our total 
requested increase to $2 billion. We believe this margin is necessary 
to cover potential developments as follows: 

(1) Yields may exceed the 1955 crop levels. For example, the 
yield of cotton per acre in 1955 was 416 pounds or 75 pounds greater 
than the record set in the previous year. 

(2) With larger supplies from crops of past years in Commodity 
Credit Corporation inventory, the proportion of the 1956 crop placed 
under support may be greater than for the 1955 crop. 

(3) Sales of inventories are estimated to be high, and if actual 
sales do not materialize to the extent anticipated, more borrowing 
power would be required to cfiset the decline in receipts. 

(4) If soil-bank legislation is enacted, requiring Commodity Credit 
Corporation financing, it would be desirable to have a margin of 
borrowing power available to at least initiate the program. 

(5) If title I of Public Law 480, relating to sales of agricultural 
commodities for foreign currencies is expanded, increased borrowing 
will be required to the extent that commodities outside of CCC in- 
ventories are exported and to the extent that ocean transportation is 
required. 

There is one other matter which I should like to mention. That is 
the difference between the total amount which the CCC has invested 
in commodities, both under loan or in inventory, and the total 
amount of CCC borrowing power in use. This difference is not 
generally understood, many people believing that the investment in 
loans and inventories and the amount of borrowing power in use 
should be approximately the same. 

As I stated earlier, the total amount of CCC borrowing power in 
use as of March 31, 1956, was $11.4 billion. As of the same date, the 
CCC investment in loans and inventories amounted to $8.7 billion, or 
$2.7 billion less than the amount of borrowing power in use. 

The major item of difference is the amount of the realized losses and 
other reimbursable costs incurred by the Corporation but not yet re- 
imbursed. These items totaled $2.628 billion as of March 31, 1956, 
of which $1.787 billion represented realized losses, and $841 million 
represented other reimbursable costs including the costs of the Inter- 
national Wheat Agreement ($149 million), Public Law 480 transac- 
tions ($676 million) and others totaling $16 million. Of the tota) for 
these items, approximately $1.187 billion is included in the 1957 budget 
for reimbursement about July 1, 1956, but the balance will remain as 
a charge against CCC borrowing power until after June 30, 1957. 
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The remainder of $77 million of the difference between borrowing 
power in use and the investment in CCC loans and inventories repre- 
sents the net difference between the items other than loans and inven- 
tories in the assets of the Corporation and the amount of financing 
provided from sources other than borrowings (such as the capital stock 
of $100 million). 

There are attached some recently prepared charts in which this 
committee may be interested. They reflect— 

(1) A comparison of outstanding borrowings and obligations to 
purchase loans held by lending agencies, by quarters, from June 1947 
to date. 

(2) A comparison of the carryover of major farm commodities at 
the beginning of each crop year from 1952 through 1955 and estimated 
for 1956. 

(3) A comparison of the Corporation’s disposal of price support 
commodities for each of the fiscal years 1953, 1954, and 1955 and 
estimated for 1956. 

Mr. Chairman, if these charts which follow could be placed in the 
record, I think it would be helpful. I believe with the statement I 
have just made, they are self-explanatory. 

The Cuarrman. They may be placed in the record. 

(The charts appear on pp. 6, 7. and 8.) 

Mr. Morse. I would like to refer to the second chart, carryover of 
major farm commodities. You will note that we do not anticipate 
much gain in the inventory of wheat. However, due to the very 
spectacular and abnormally large cotton crop of last year, we expect 
to have a much larger inventory of cotton at the end of the present 
crop year, 1956, which will be at the end of July. 

A slight gain is in prospect on the inventory of corn. 

In food fats and oils we have had a declining inventory, since we 
reached the peak in 1954. We are in a much better position as far 
as fats and oils are concerned. 

In the third graph, you will note the rate of disposal of price- 
supported commodities: 1953, $520 million, and increasing each year, 
quite rapidly, to where we are anticipating a disposal in 1956 of $2,600 
million. We will not know until we get the figures compiled following 
July 1 what will be the final 1956 figure. 

Then there is a mimeographed table attached to my statement, 
which shows by months the borrowing power in use as it can best be 
estimated at the present time. If it could be placed in the record, I 
think it would be helpful, sir. 

The CuarrmMan. That may be done. 
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ExuHrsit H 


(The table follows:) 


ComMopITy CREDIT CORPORATION 


ccc 


Status of statutory borrowing authorization 
[Actual, July 1955 through March 1956; estimated for remaining months] 

















[Millions of dollars] 
Fiscal year 1956 Fiscal year 1957 

Month Available Available 

Inusoatend| fornewor |Inuseatend| for new or 

of month expanded of month expanded 

activities activities 
EE ae a Se ee SRN Me aa $8, 425 $1, 575 $10, 422 $1, 578 
EES OREO HELIER REE EE 8, 694 13,396 10, 664 1, 336 
0 SS Sa er 9,074 2, 926 11, 131 869 
eS ea a ae ee er eee 9, 649 2, 351 11, 707 293 
EE a ee eae en et 10, 245 1, 755 12, 274 —274 
Eee nats alee: e 10, 923 1,077 12, 778 —778 
ann oi es mln aacbalennsidnaeiantaginimdtaeie 11, 353 647 13, 162 —1, 162 
I a 2 Ba a es yee 11, 522 478 13, 383 —1, 383 
EEE IE ET e 11, 436 564 13, 355 —1, 355 
ee i iia ae ne 11, 584 416 13, 453 —1, 453 
SET i itssctaissishacnin ici stots Ktehosegiesebchiaaradddirabin ieoramieeeunetabe 11, 592 408 13, 473 —1, 473 
| a a Ee eee a 311 13, 552 —1, 552 

















1 Statutory borrowing authorization was increased from $10.0 billion to $12.0 billion approved Aug. 11, 1955. 
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Mr. Morssz. In addition, I have statements that I can make in 
reference to the other sections of the bill that the committee has 
before it, which I could give at this time, unless you would like to 
discuss, first, section 1 of the bill. 

The CuarrMaNn. You may continue your statement. 

Mr. Morse. In reference to section 2, Mr. Chairman, we have 
conveyed our opinion to you by letter. 

As you know, we have no objection to the passage of this provision. 
We have previously suggested language which | believe has been 
incorporated into section 2 of this bill, which provides for the manner 
of reimbursement to the Commodity Credit Corporation. 

As to section 3, amendment of penal provisions, I would like to 
discuss that more at length. It is considered quite important and is 
legislation which we feel is badly needed. Enactment of this legislation 
was recommended to the Congress by the Department of Agriculture. 

The amendment would change subsection 15 (c) of the Charter Act 
so as to make it a Federal offense to willfully steal or convert property 
mortgaged or pledged to a lending agency—such as a private bank— 
under one of the Commodity Credit Corporation’s price-support 
programs. 

At present the subsection covers only property owned or held by 
or mortgaged or pledged to Commodity Credit Corporation. The 
Corporation bears the risk of loss even while price-support loans are 
held by private lending agencies since they have a right to tender such 
loans to the Corporation for purchase at any time. 

he proposed amendment would also change subsection 15 (c) so as 
to lessen the punishment for relatively minor offenses. Offenses 
covered by the subsection wovld be punishable as misdemeanors if 
the property was of a value of $500 or less and as felonies if the 
property was of a value in excess of $500. 

The Attorney General has informed us that a theft or conversion of 
proverty mortgaged or pledged to secure a price-support loan, which 
is committed prior to the assignment of the loan indebtedness to 
Commodity Credit Corporation, is not now punishable as a Federal 
offense under either the Charter Act or any other Federal statute. 
The lack of a Federal statute to cover all cases of theft or conversion 
of loan collatera) has caused considerable concern among our State 
and county committees who nave been charged with the responsibility 
of administering the commodity-Joan program. 

For illustrative purposes, we have reviewed the experience of our 
field offices in handling commodity-loan conversion and theft cases 
during a period of almost 3 years from July 1, 1953, to April 1, 1956. 
Our field offices have reported that, during that period, there were 478 
cases which could not be prosecuted under Federal law because the 
loan was held by a private lending agency when the offense was com- 
mitted. 

In an effort to curb violations, notwithstanding the absence of a 
Federal statute, our field offices requested prosecution under State 
law in 47 of these cases. These were the more serious cases, presum- 
ably. * 

Prosecution was declined by State authorities in 37 instances. 
Convictions were obtained in every 1 of the 10 cases which were 
prosecuted. Our State committees have informed us that many 
flagrant cases have escaped prosecution because of absence of an 
applicable Federal statute. 











10 INCREASE BORROWING POWER OF CCC 


With respect to the other change proposed in subsection 15 (c), 
our State committees have indicated a belief that there would be 
better enforcement of such subsection if minor violations could be 
prosecuted as misdemeanors rather than as felonies. 

Under Federal law a felony is any crime punishable by death or 
imprisonment for a term exceeding 1 year. The social stigma and loss 
of civil rights that go with conviction of a felony—as distinguished from 
a misdemeanor—make the obtaining of successful prosecution of 
relatively minor offenses more difficult where the law makes provision 
only for the felony conviction. In most States, for example, a con- 
victed felon loses his right to vote and right to hold public office. 
In many States such a conviction in itself is grounds for divorce. 

Under existing Federal law, farm storage conversion cases can be 
prosecuted only as felonies regardless of the amount involved. As an 
indication of the difficulty in obtaining prosecution under such cir- 
cumstances, indictments were obtained in only 112 of the 953 farm 
storage conversion cases handled in United States attorneys’ offices 
during the 2-year period July 1, 1953, through June 30, 1955. Suc- 
cessful prosecution has thus far been obtained in only 50 of these 
eases, and 36 are still pending. In 377 cases during this period, 
United States attorneys declined to prosecute or grand juries refused 
to return indictments. 

That concludes my statement, Mr. Chairman. 

I will be glad to respond to any questions the members of the 
committee may wish to ask. 

The CuatrmMan. When was the Commodity Credit Corporation 
organized? 

Mr. Beacu. October 17, 1933, sir. 

The CuatrmMan. And what has been the extent of its entire borrow- 
ing capacity since that time? 

Mr. Bracu. The maximum has been $12 billion, approved by this 
committee last July. 

Mr. Morse. It started out with a modest amount of $500 million. 

Mr. Beacu. Yes, sir. I will review the history of the authoriza- 
tion, if you would like to have it. 

The CuarrMan. The use of the funds has been increased right 
along, has it not, from vear to year? 

Mr. Bracu. Yes, sir, the borrowing authorization. The Corpora- 
tion began its operations under the RFC, and it did not bave a borro- 
ing authorization until March of 1938. At that time it was set at 
$500 million. It was increased in 1938, i March, to $900 million, in 
1940 to $1,400 million; in 1941, $2,650 million; July 1934, $3 billion; 
April 1945, $4,750 million; June 1950, $6,750 million; March 1954, 
$8,500 million; August 1954, $10 billion; and August 1955, $12 billion. 

The CuatrMan. What effect have the operations of the Commodity 
Credit Corporation had on the stabilization of the price of agricuitural 
products? 

Mr. Morse. It has had a definite stabilizing effect on the markets, 
Mr. Chairman. As vou know, during the harvest season many 
farmers need to sell their crops. Also, others choose to sell at that 
time in order to settle obligations or for other reasons of their own. 
As a result there is normally a decline in prices during the harvest 
season. 

The Commodity Stabilization Service, using the funds of the 
Commodity Credit Corporation, enables farmers to carry over crops 














INCREASE BORROWING POWER OF CCC ll 


beyond harvesttime, and distribute their marketings througb the year. 
That has been of major help to farmers. 

In addition there have been taken off the market surpluses that 
were not salable at above the support prices. These have tended to 
accumulate in the hands of the Government. 

These accumulations, after the supplies have become in excess of 
normal carryover, have in turn had a depressing effect on the market. 
As the committee knows, it is because of the depressing effect not only 
on the markets in this country but on world markets, that we have 
recommended rather drastic means to reduce the surpluses. In- 
cluded in the recommendations is the soil-bank program. 

The CuarrMan. Isn’t it a fact that the farmer is engaged in a very 
hazardous occupation, and can’t produce for the market, because he 
does not know what weather conditions will be? Hasn’t price support 
been an assurance that be might earn a living on his firm? 

Mr. Morse. Yes, sir; price supports give him an assured price if he 
availed himself of them. To the extent that the supports have been 
above the levels at which the markets could be cleared, the Govern- 
ment bas tended to become a market for some of the commodities. 

The CHatrMan. I can remember when the tobacco farmer got about 
7 cents for burley tobacco, and it has been entirely dependent on the 
support price, because the 4 great purchasers are the 4 big cigarette 
companies, and there might be no competition between them. The 
assurance that farmers will get a support price has given them the 
opportunity to make a living, and it has had the effect of making 
that industry operate, when otherwise I doubt if it could have 
continued. 

Don’t you agree it has had that effect? 

Mr. Morssz. Yes, sir, not only for tobacco, Mr. Chairman, but 
also in connection with other crops. 

For tobacco, there has been a steady reduction of acreage which 
until recently has maintained production at a level where the crop 
has moved on into use. 

In recent years, as you know, we have had some very marked 
increases in yields per acre. The tobacco industry is now faced with 
more surpluses than has been the case previously. 

The CHarrMan. We had a very marked decrease in acreage, too. 

Mr. Morsz. Yes, sir. 

The CHatrrmMan. Many of the farmers are complaining that it is 
not enough acreage to give them a living wage. 

Mr. Morse. Yes, sir; the effect of price support operations, as 
provided by laws, has been to concentrate the production on fewer 
acres. Farmers in turn make maximum use of the acres allotted to 
them. They have greatly stepped up their use of fertilizer, they have 
installed irrigation, they have exercised a much greater control over 
pests, and in various ways, such as with closer plaatings, have increased 
the yield per acre. This has offset some of the reductions which the 
law has provided through reducing the acreage. 

The CHAIRMAN. It seems to me one of the most effective purposes, 
and the main purpose, of the support-price program, is to give the 
farmer an assurance as to what he can reasonably expect from his 
produce. 

Don’t you think that a rigid support price would be more apt to 
give him that assurance than a flexible support price? 

Mr. Morse. To the extent that a rigid support price causes price 
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fixing by the Government, of course, it does have that effect 
temporarily. 

It is our view, that rigid support prices at too high a level, in the long 
run, tend to be very damaging to the interests of farmers. 

Farmers need the opportunity to produce, as well as a dependable 
rice, or a price that does not suffer undue declines, particularly during 
arvesttime. 

As I indicated earlier, where you accumulate surpluses beyond what 
the demand will consume and take within a reasonable time, the sur- 
pluses in turn tend to depress the markets. To the extent that they 
force a further reduction in the opportunity to produce—to the extent 
that is forced upon farmers, it is very damaging. 

The CHarrMAN. What is the reason for the depression in farm areas 
now? There is no doubt about it, the farmer is not participating in 
the general prosperity of the country to the extent that other segments 
of our society are. Why is that? 

Mr. Morse. It unfortunately seems to be a fact, as borne out by 
history, that after a period of inflation—such as during a war period— 
that agriculture goes through a period of adjustment. Agriculture 
has again been going through such an adjustment following the war 
and postwar period, and the inflation which came with the military 
action in Korea. Farm prices have been adjusting. 

In addition, we have had this time a very rapid expansion in tech- 
nological changes. That has added to the adjustment problems. 

Furthermore, the costs that farmers pay have remained pretty much 
on a level, while the prices of their products have been adjusting. 

Farmers, on the other hand, have been benefiting by the high level 
of economic activity—the large payrolls, the ability of people to buy 
farm products. Farmers have benefited by the strong economy. 

The active demand for manufactured products has tended to 
maintain farm costs pretty much on a level plane. 

The CHarrMANn. Well, it is a fact, is it not, that the things that 
the farmer must buy are increasing in price all the time, and the 
price of his product is decreasing? 

Mr. Morse. It varies by items. 

The CHarrMAN. As a general rule, that is true, is it not? 

Mr. Morséz. When you take the total of the items on which we 
figure an index of the costs of farmers, there has not been a great 
change in recent months. On the manufactured items, particularly 
those made of metals, there have been increases. 

There are other cost items which have adjusted downward, which 
has tended to offset increases. 

The CHarrMAN. Well, the farm industry generally feels that it is 
not participating in the prosperity of the country, and that it is 
generally depressed. 

You think that is true, don’t you? 

Mr. Morse. That is obviously true. The extent to which they 
are having problems varies by the type of farming and the extent 
to which farmers are engaged in commercial farming activity. 

About a third of the income of farmers is obtained from nonfarm 
sources. For every $2 farmers get from farming, they now get about 
$1 from other sources. Employment is an important source of such 
meome. There has been a demand for labor, at high level wages. 
To the extent that farmers and members of their families have had 
such employment, farm families have shared in the high level economy 
that the country is enjoying. 
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However, for the commercial farms, and those that tend to fall in 
the in-between size, as between the large and the small units, there 
has been a very definite cost-price squeeze. It has made it very 
difficult for such farmers. 

The CuarrMaNn. Almost everything the farmer has is invested in 
his plant. It is a long-range business, isn’t it? 

Mr. Morse. Yes, sir. 

The CHarrmMan. Don’t you think that a rigid price support would 
give him some assurance that he could stay in business and prosper, 
more so than a flexible price support, on which he couldn’t figure? 
Don’t you think it would give him more assurance that he would get a 
reasonable return than if he had to rely upon the judgment of others 
as to what the support price should be? 

Mr. Morse. No, we do not share that view. We believe that 
there should be price supports, but supports at a level that will move 
the commodities into the markets. We have seen some very damag- 
ing effects of high, rigid price supports. Farmers need to produce in 
volume in order to produce profitably. When you keep cutting back 
and cutting back in acreage, as in the case of tobacco, it is hard to 
make profits. As you know, most of the tobacco allotments are now 
less than half an acre per farmer. That is a very small crop, and it 
has meant that most of the tobacco farmers have had to seek other 
sources of income. 

Farmers will prosper more, over a period of time, if they have 
prices that will move their products in to market at a high rate of 
consumption. There are competing commodities. There is com- 
petition between crops, competition between crops and livestock, and 
further, as you know, there is competition between the synthetics 
and agricultural products to an increasing degree—particularly the 
synthetic fibers, as far as cotton and wool is concerned. 

We do not believe that it is in the best interests of farmers to have 
supports that tend to price the products of farmers out of the market 
and dry up the farmer’s markets. It tends to transfer their business 
to factories and to other crops and livestock and to other countries. 

The CHarrMan. Well, that is true, the farmer can’t prosper much 
without land. If a tobacco farmer has much less in crops than he 
has now, I am afraid you are going to cut him out of business. 

Mr. Morse. Yes, sir. 

You see, we feel, that as you develop situations like we have, that 
price supports tend to defeat the help that they are supposed to give 
to farmers, and the help they do give to farmers when price supports 
are effectively handled. 

Mr. Rains. Mr. Chairman, would you yield for one question? 

The CuarrMan. I yield. 

Mr. Rains. I have listened, Mr. Morse, and I have before me your 
figures from the Department of Agriculture. I assume what you 
are saying is that high price supports cause the rollup of surpluses so 
the farmer prices bimself out of the market, is that correct? 

Mr. Morse. To the extent that prices of farm commodities become 
such that the market moves to competing items, the farmer’s products, 
of course, do not move into use, 

Mr. Rains. You are not trying to tell us, from agricultural areas, 
that the farmer could get by on lower prices than he is now getting 
and make a profit, no matter how much he sold, are you? 

77682—56——3 











14 INCREASE BORROWING POWER OF CCC 


Mr. Morse. You would need to look at that, would you not, by 
class of farmer, size of operation, and by commodities produced. You 
could not just make a blanket observation, as far as all farmers are 
concerned. 

Mr. Ratns. Going back to the high price support for a moment, 
and then I will not take any more time from the chairman. I have a 
statement published by Agricultural Marketing Service, that I can’t 
help but bring up. 

It shows that wheat, rice, cotton, and corn, which are supported— 
which were supported at 90 percent of parity, under high price sup- 
ports, that each year there was a reduction in production, whereas, 
all of the other crops, oats, sorghum, soybeans, milk, barley, flaxseed, 
rye, which were under flexible price supports, the percentages are vast 
on the increased production per year. 

How do you explain that? 

Mr. Morse. You can explain feed grains very readily. The acreage 
taken out of wheat and cotton to a very sizable extent has been planted 
to grain sorghums, barley, oats, and other crops. This has very 
rapidly expanded the production of the feed grains. It has been 
more of a shifting of acreage rather than a reduction. The 1954 to 
1955 figures, which Mr. Beach has just placed before me here, show 
that corn, which is one of the basic commodities, increased in produc- 
tion from 1954 to 1955 by about 174 million bushels. 

Mr. Ratns. Seven percent? 

Mr. Morss. About 6 percent. There was an increase, a very sharp 
increase in peanuts. Of course, they suffered drought in 1954, as you 
know; that increase was almost 600 million pounds. 

Mr. Ratns. What about cotton, minus 3 percent? 

Mr. Morse. Cotton increased from 13,654,000 bales in 1954 to 
14,677,000 bales in 1955. We had an increase last year. 

Mr. Rains. Mr. Chairman, I ask that there be included in the 
record an item entitled “Sliding Seale.” 

The CHarrMan. That may be done. 

(The data referred to above follows:) 


Sliding scale has not reduced farm production. When support levels were reduced, 
production increased, except where marketing quotas were put into effect 





Level of support Production (millions of 














units) 

Commodity Unit it tinal Winieeiaddite se 
1952 per 1955 per) Percent : ore | Percent 
unit unit | change 1952 1955 | change 
NE A | $2.20} $2.06 —6| 1,299] 1938| 1-28 
Rice ; ; sa huleetiasl per hundred weight-- 5.04 | 4.66 —8 | 48 | 153 1+10 
C0 pound and bale__-__-_- 31 | 31 0; 15.1) 1146 1-3 
5 fee PLEO Pad meee 1.60) 1.58 —1 2,977 | 23,185 247 
SRNL. . - chuniphuicatimeateneiny a eee | .78 .61 | —22 1,260 | 1,576 +25 
Sorghum grain_____..__...__- per hundred weight-_- 2.38 | 1.78 —25 | 83 | 232 +180 
Soybeans STA Bes i ae a ee 2.56; 2.04); —20 298 | 371 +30 
SR ie ae ee aN: Se 2 SLT A Dee 390 | 3.75 | 3—17 | 80,812 | 87,773 +9 
ES Oe Es Se ake S Sea ES A 1. 22 | 94 —23 | 226 | 391 +73 
| RR es, | ie nme | 3.77] 2.91} —23 | 30 | 41 +37 
ae eee Pree Daactick Geese <i 1 18 | —17 | 16 | 29 +81 

| | | | 








1 Marketing quotas in operation in 1955 but not in 1952. 

3 Acreage allotments in operation in 1955 but not in 1952. 

§ Percent. 

Source: Crop Production 1955, published by Agricultural Marketing Service, U. 8. Department of Agri- 
culture. 
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The CuHarrMan. Don’t you think there would be a natural incentive 
for farmers to plant more if they had no idea as to what they would 
get from their plantings, or what their yields would be, than if the Vy 
knew definitely what they could expect from the product? 

Mr. Morse. There have been studies made by able economists 
that bear on that question, Mr. Chairman, and they do not show that 
to be the case over a period of time. 

High supports, as you know, came in during the war period to 
stimulate production. High price supports tend to have that same 
effect in peacetime, just as in periods of war or other emergencies. 

The CHarrMan. Those economists should try to read the farmer’s 
mind and come to independent conclusions. I think it would be a 
natural instinct of the farmer to plant what he needs to support his 
family, and to maintain himself, and if he wasn’t certain about the 
price, or what he was going to get, that he would be inclined to plant 
more than he would if he had that assurance. 

It seems to me that is a natural instinct. All of them are gambling, 
and are trying to get enough to maintain themselves, and if they 
thought the price might go down, they would want a bigger crop to 
get as much. 

Mr. Morss. As you know, the heavy part of the agricultural 
production that goes to market is produced on family farms, which 
are operated as businesses. One of the developments in the last 10 
to 20 years has been a very heavy shift in operating costs of farms to 
cash costs. Farmers increasingly maintain records and cost accounts, 
which they use to guide their production and their farm operations. 
They take into consideration not only their selling price but their 
costs of production, in determining the extent to which they would 
produce, or what they will attempt to produce, in any year. 

The CHatrMan. Mr. Brown. 

Mr. Brown. Mr. Morse, throughout the years, up until the last 3 
years, Commodity Credit Corporation made a large profit out of 
cotton. Is that true? 

Mr. Morse. They did make a profit prior to recent years; yes, sir. 
There was a large inventory of cotton, as you know, when we went 
into World War II, and that inventory was liquidated to help satisfy 
the demands of that war period. Because of higher prices caused by 
war it resulted in a profit to the Commodity Credit Corporation. 

The CHarrMan. I would like to add that that is true of tobacco. 

Mr. Brown. I am coming to that, Mr. Chairman, 

Now, cotton has carried the load throughout the years, for the other 
basic commodities, isn’t that true? 

Mr. Morse. We have the cost figures by commodities. 

Mr. Brown. Mr. Secretary, I want to know what the profit was on 
cotton. 

Mr. Morse. Mr. Beach will provide that figure, if you please. 

Mr. Beacu. The Commodity Credit Corporation has recorded on 
its books, from October 17, 1933, through March 31, 1956, a profit of 
$212,726,605 on cotton. 

There were some offsetting losses on cotton export differentials, 
$41,361,218, and on a cotton-rubber barter, there was a gain of $11,- 
055,451. So that the net was slightly under $200 million profit 
through March 31, 1956. 

Mr. Brown. All right. 
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Now, I wanted the profit up through December 1953. 

Mr. Morse. These figures—you will correct me, Mr. Beach, if I am 
wrong—are CCC figures only; there are additional costs to these 
programs which, as against this apparent profit shown here, would 
show a net loss for these programs. 

Mr. Brown. Mr. Secretary, time after time you have always re- 
ported to me a large profit made out of cotton. 

Mr. Morse. That is if you confine yourself to the books of the 
Commodity Credit Corporation. For these price stabilization pro- 
grams there are very large additional costs, and you get a different 
showing when all costs are incorporated into the figures. 

Mr. Brown. Now, you were trying to reduce production. I wish 
you would explain to me how your flexible support has reduced 
production. 

Mr. Morse. There are two objectives, Mr. Congressman, in connec- 
tion with the programs which we have advocated. One is to adjust 
production, and the other is to increase consumption. Both of them, 
of course, are important in bringing the available supplies in line with 
markets. 

We, of course, are administering the law, which requires that acre- 
ages be reduced. On the other hand Congress has set minimum 
levels of acreages on some of the major crops, so that we have not 
been able to go below those minima. 

Mr. Brown. Of course, I understand the reduction of acreage has 
reduced production. It is understandable. 

On the other hand, I don’t think the farmers in my section of the 
country will average over 5 acres per family. And you are just run- 
ning the family farmer out of business, and turning the business over 
to the large corporation. 

I think there out to be some change, and some change made quickly, 
because many of these farmers are going on relief. And mere. Ne their 
price support has not amounted to so much when you consider the 
amount of acreave in production. 

Mr. Morssz. Congressman, you refer to the operation of the 
flexible price-support program. As you know, there has been no 
reduction in the price support for cotton below the 90 percent level, 
so that all that has been happening to cotton has happened under the 
90 percent high rigid price support. This reduction in price support 
that is yet ahead of us for the new year, will not start until August 1. 
That will be the first time that cotton has had an adjusted price 
support. 

Mr. Brown. Well, let’s take the other basic commodities. 

Mr. Morse. The flexible price-support program for the other basic 
commodities did not start to operate until the harvest of 1955, so 
they have not yet been in effect 1 year. Practically everything that 
has happened by way of accumulation of inventories, and loss of 
markets, has happened under the high rigid 90-percent price supports. 

Now, coming back to the example of cotton, which you used, you 
will find a growing recognition of just what you have stated, that 
cotton needs a different program than it has had. 

Mr. Brown. How is that? 

Mr. Morse. That cotton needs a different program than it has had. 
There has been a tremendous expansion of synthetics, not only in 
this country but in foreign countries. They have continued to reduce 
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the market of cotton farmers. The operation of the law under which 
we are operating has resulted in a reduction of cotton acreage per farm. 

As you have indicated, a great many cotton farmers have been 
reduced to a very small acreage in order to attempt to bring cotton 
production into line with the available markets. 

Mr. Brown. What I am trying to get you fellows to appreciate is 
that money that the Government has made out of cotton over the 
years helped to carry the load of the other basic commodities. You 
should appreciate that. Without that, the Government would be 
much farther in the red. 

Now, let me read a statement here before this committee—— 

Mr. Morse. I think, Mr. Chairman, that we ought to put the 
total cost figures in the record, if it is permissible. We would like 
to show just what the experience has been by commodities. 

Mr. Brown. I want to put in the record profits made up to 
December 1953. 

Mr. Morse. We will be glad to show that and also show what has 
happened up to date, in addition. 

(The data referred to above follows:) 


During the period October 17, 1933, through December 31, 1953, the realized 


gains from price support operations on upland cotton amounted to $268,- 
267,506. 


Mr. Brown. The report of this committee, last year, says this: 

The July Crop Report released by the Department on July 11, 1955, indicates 
record or near-record crops of corn, oats, barley, rye, grain sorghums, and soy- 
beans. A record yield for corn is anticipated. Total 1955 crop production is 
predicted to be the second highest of record. Your committee should like to 
point out that these feed grains have, in contrast to the 6 basic commodities, 
never been subject to 90-percent mandatory price supports. The Secretary of 
Agriculture has complete discretion as to what level, if any, he will support them. 
The crops which promise to be in greatest abundance for the 1955 harvest are 
those in connection with which the Secretary of Agriculture exercised this 
discretionary authority to lower support levels, most of which he dropped to 70 
percent of parity in 1955 from a much higher level in 1954. Nor has the Secretary 
of Agriculture exercised his authority to impose acreage allotments with respect 
to these crops. There is, of course, no legislative provision authorizing producers 
to utilize marketing quotas for these feed crops and milk and butterfat to keep 
supplies in reasonable balance with consumer demands as is available in the case 
of five of the basic commodities. 


The nonbasic commodities have received a great deal of your money, 

Mr. Morss. The very heavy investment in these programs is m 
cotton, and in wheat which is the largest. At the present time, we 
have $2,526 million invested in wheat; corn, $1,249 million; ‘and 
cotton, close to $1,300 million. 

When you leave those commodities, the investment in the other 
items is much smaller, and loans tend to follow that general pattern. 

Mr. Brown. This means to me that flexible support prices have 
not reduced production. 

Mr. Morss. Mr. Congressman, I would call attention again to the 
fact that, in operating the wheat and cotton programs particularly 
there have been large acreages, that farmers could not plant, and did 
not plant, to these crops. Therefore they resorted to growing the 
other feed crops. 

As the chairman has brought out, farmers have their primary 
investment in land and in equipment. They can prosper primarily 
to the extent to which they can make use of that land and equipment. 
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When they are forced to take acreage out of basic commodities, they 
have tended to plant the land in feed grains, soybeans, and other 
crops. That has helped bring about the large increases to which you 
refer. 

Mr. Brown. Do you have a support price on corn all throughout 
the country? 

Mr. Morss. In the current year we have a support price on corn 
that has complied with acreage allotments in the commercial corn 
area. Then we have a support price on all corn, regardless of the 
amount planted, outside of the commercial corn area. 

Mr. Brown. Suppose the farmers in my area of the country decided 
to get out of cotton? They can’t plant wheat, commercial wheat. 
You don’t have a support price on commercial wheat for my section 
of the country. 

Mr. Morse. But there is a support price on wheat, and any farmer 
under the law can plant as much as 15 acres without penalty. Asa 
result, there has been an expansion of the wheat program. 

Mr. Brown. Fifteen acres is a very small allotment. 

Mr. Morse. The farms in your area are small farms. On many of 
the farms, 15 acres would be more land than a farmer would have 
available for wheat. 

Mr. Brown. Take a farmer who has a 150-acre farm, and has 5 
acres of cotton and 15 acres planted to wheat—whai is he going to 
do with his other land? 

Mr. Morse. In Georgia, as well as other Southeastern States, 
farmers have shifted by choice, rapidly into grass and livestock. It 
is an area which has been expanding livestock rapidly. 

Mr. Brown. All that I know of have lost money on livestock. 

Mr. Morse. They have continued, I believe the records will show, 
to stay in livestock, regardless of the temporary experience. I would 
call attention to the fact that not only the farmers in your area but 
throughout the United States look with confidence to the future. 
They maintain land values at the highest level ever. They are con- 
tinuing in the livestock business and in cattle, which is your most 
important livestock. They have tended to increase rather than de- 
crease the number of cattle. 

Mr. Brown. I make the point that if you take cotton acreage away 
from us, we are entitled to grow other money crops. And we are 
limited to but 15 acres of wheat. 

The CHarrmMan. Mr. Secretary, in your operations on support 
price on tobacco, you have not sustained any loss, have you? You 
have made an overall profit, have you not? 

Mr. Bracn. We are very close to a loss, sir. 

The CuarrmMan. The last I heard, you had a considerable profit. 

Mr. Morsst. The tobacco programs have run into heavy surpluses 
just recently. There is a $282,000 profit as far as Commodity Credit 
Corporation is concerned. But, again, this is only part of the tobacco 
program cost, and we should show, in addition, the total cost of the 
tobacco program to get a true picture. 

The CuarrmMan. Tobacco has a mandatory support of 90 percent 
of parity, has it not? 

Mr. Morse. Yes, sir. 

The CuHarrMaAn. Why is it that the last time we had hearings here 
it was stated unqualifiedly that the profit the Commodity Credit 
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Corporation had made on tobacco was considerably more than you 
state now? Have you put some other charges against it now that 
you did not have then? 

Mr. Morse. There have been some losses on sales in the meantime, 
and as I have indicated, and as you know, from experience in your 
area, the increase in supplies has been such that there had to be 
further reductions in acreages in an attempt to get supply and demand 
closer into balance. We have run into losses that we have not previ- 
ously experienced. 

The CuarrMan. I think you have cut the acreage just about to 
the point where if you cut it any more, the farmers would have to 
leave the farm. 

Mr. Morsz. Mr. Beach can give you the loss figures. 

Mr. Bracu. Losses on tobacco in the fiscal year 1953 amounted to 
$2,759,976; in 1954, $956,375; 1955, $497,599. And this year, thus 
far, we have had a gain of $94,206, leaving a net, since the beginning 
of the Corporation, of $282,050, on the books of the Commodity 
Credit Corporation. 

The CuarrMan. Are there further questions? 

Mr. Krisurn. I would like to ask unanimous consent that Mr. 
Morse be allowed to put into the record the figures that he wants to 
put in. 

The CHarrmMan. Mr. Morse may do so. 

(The information follows:) 


EXPLANATORY COMMENTS RY UNITED STATES DEPARTMENT OF AGRICULTURE 
ON STATEMENT OF “REALIZED Cost OF PROGRAMS PRIMARILY FOR STABILIZA- 
TION OF FarM PrIcES AND INCOME, FiscaL Years 1932-55” 


This statement is designed to show, on a factual and objective basis, the realized 
costs of the programs of the Department of Agriculture which by various means 
have operated to strengthen and protect the price of farm commodities and the 
income of farmers. Such programs have been operated in accordance with, and 
in the manner prescribed by, authorizing legislation. The terminology used to 
designate the programs is governed by legislative and expenditure authorizations. 
The amounts are consistent with the accounting records of this Department and 
of the United States Treasury. 

Over the span of 24 years, from 1932 to 1955, inclusive, the character of the 
programs authorized for this common purpose of stabilizing farm prices and 
income has varied. Some have been operated for a short period and terminated 
and others have been initiated only recently. The statement shows each of the 
programs and the realized cost for each vear of its operation, as well as the 
cumulative total cost for all of the years of operation within the 24-year period. 

The aggregate realized cost of these programs for the period from 1932 through 
1955 was $9,819.3 million, of which $1,350.1 million represents costs realized 
in the fiscal year ending June 30, 1955. The costs in 1955, a record high, were 
about 40 percent greater than those realized during the fiscal year 1954, 

Of the $9,819.3 million realized costs of these programs, $5,632.7 million is 
attributable to the basic commodities, as follows: 





Millions 

ee a re ei oe eo als 5 das tirccecar tas $1, 319. 3 
RN OOS ee Se rc cee ueteh antes Ghent acl lpia, 
ee SE Ee ae Oe ree” RE aoe a ee ee 7: 65 petits Si ana 166. 5 
WN Rs oa fe, ee ee ee ee eee S eslatal te eee ee 29. 3 
eS Br eae Pee een eee ee ae Oe eee ee ee ee 101. 8 
I ee hE ed = ee, ena Eww ees lacie ated eke cuccs Stee 

OB os: Bee ga lee LE ee ee ee ee, Oe ee ee 5, 632. 7 
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These realized costs for basic commodities are attributable to the following 
programs: 


Millions 
CCC nonrecourse loan, purchase, and payment programs_-_-...------- $392. 
CCC supply, commodity export, and other activities__._..........---- 109. 
PREECE eS ONG se 6 8 kn Ed, ct ice ee cebindns 700. 
Donations of commodities to other nations___.._._._.-.--------------- 145. 
Commodities sold for foreign currencies under title I, Public Law 480_- 99. 


Removal of surplus agricultural commodities__............----.----- 556 
Federal crop insurance 


Acreage allotment payments under the agricultural conservation pro- 


NR a be teh ete ce ea Clb Larch wales gidenien da pamupbene 1, 666. 
Agricultural adjustment programs (principally acreage allotments and 

SN ora ce es eit as kala ws a anny mew eine = 111 
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The programs shown first on the statement entitled ‘‘Realized Cost of Programs 
Primarily for Stabilization of Farm Prices and Income, Fiscal Years 1932—55” 
are those now administered by the Commodity Credit Corporation. The Cor- 
poration is authorized to engage in buying, selling, lending, and other activities 
with respect to agricultural commodities to stabilize, support, and protect farm 
prices, to assist in the maintenance of adequate supplies and to facilitate their 
distribution. 

Under the CCC nonrecourse loan, purchase, and payment programs, price 
minimums or “‘floors’’ are established for a number of commodities. Support 
may be achieved through loans, purchases, agreements to purchase, or payments. 

Loans are made to producers of commodities at specified support levels, deter- 
mined either by law or by action of the Secretary in accordance with law. The 
producers are required to pledge their commodities as collateral for such loans. 
If, for any reason, the producer elects not to repay his loan, the pledged commodity 
is acquired by the Corporation and placed in its inventory. The Corporation 
may, in lieu of a loan program, support the price of a commodity either by direct 
purchase during the regular marketing season or by agreements with producers 
to purchase at a stated price any quantity of the commodity within a specified 
maximum that he may elect to deliver. 

The cumulative realized cost of disposing of commodity inventories acquired 
under this system of loans and purchase now administered by CCC amounted to 
$2,328.7 million at June 30, 1955. This figure, however, does not reflect admin- 
istrative expenses and net interest costs of the Commodity Credit Corporation. 
Moreover, it does not represent the full cost of Government activities for stabili- 
zation of farm prices and income. Therefore, the following programs, all of 
which contribute importantly to that objective, are also included in this statement. 

The costs shown for “CCC supply, commodity export and other activities’ 
represent the results of commodity-procurement operations undertaken as a 
means of supplying the requirements of Government agencies, foreign governments 
and relief and rehabilitation agencies, and to meet domestic requirements. The 
cumulative net result of those operations to June 30, 1955, has been a gain of 
$203.7 million. This gain can be attributed in large part to a general commodities 
purchase program operated during World War II for the supplying of commodities 
and products thereof to meet the requirements of the United States armed serv- 
ices, lend-lease participants, foreign governments, relief agencies, etc. Sales 
prices on the commodities were established at levels which would prevent losses 
to the Corporation. 

CCC administrative and other general costs amounting to a total of $484.2 
million at June 30, 1955, represent, in principal part, the net interest cost on 
money borrowed by the Commodity Credit Corporation. They include also the 
administrative or overhead expenses not allocable by programs. 

National Wool Act program is authorized by the National Wool Act of 1954. 
The law provides for the support of prices of wool and mohair through incentive 
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payments made to producers by the Commodity Credit Corporation. Only 
administrative costs incident to the initiation of the program occurred in fiscal 
year 1955, and amounted to $0.2 million. 

The next three activities shown on the statement are the ‘International Wheat 
Agreement,”’ ‘“‘Donations of commodities to other nations,’ and ‘‘Commodities 
sold for foreign currencies under title I, Public Law 480.’ While these programs 
are international in nature and serve more than one purpose, they are included 
because they do provide an outlet for surplus wheat and other commodities, and 
thereby contribute substantially to the maintenance of stable prices and income. 

The International Wheat Agreement operates to provide to export countries an 
assured market for wheat, and to assure supplies of wheat to importing countries 
at stable and equitable prices. The capital funds of the Commodity Credit 
Corporation are applied (a) to pay exporters the difference between the price 
specified in the agreement and the price paid by them to purchase and move 
wheat from the domestic market, and (b) to meet administrative and interest 
costs incurred by the Corporation. The realized costs of this program, which 
are reimbursed by appropriation to the Commodity Credit Corporation, have 
aggregated $716.8 million through June 30, 1955. 

Under the program ‘‘Donations of commodities to other nations’ stocks of the 
Commodity Credit Corporation are made available for emergency assistance to 
friendly peoples in meeting famine and other urgent relief requirements. The 

rogram is currently administered in accordance with title II, Public Law 480. 

reviously this type of assistance had been carried out under Public Law 77, 83d 
Congress, relating to wheat for Pakistan and under Public Law 216, 83d Congress 
with respect to other nations. As shown by the statement, the cumulative realized 
cost for fiscal years 1954 and 1955, the 2 years of operations, amounts to $165.8 
million. 

Commodities sold for foreign currencies under title I, Public Law 480. The 
realized cost of this program as shown by the statement, $129.5 million, represents 
the costs incurred by the Commodity Credit Corporation in the fiscal year 1955 as 
a result of the sale and shipment of surplus agricultural commodities under the 
provisions of title I, Public Law 480. Payment received for such sales is in 
the form of foreign currencies. At June 30, 1955, the United States dollar equiva- 
lent of the foreign currencies collected and deposited to the credit of the United 
States amounted to $57.3 million. (This dollar equivalent is based on the rates 
of exchange set forth in the agreements negotiated with the individual countries 
receiving the commodities.) These foreign currencies may be used, upon approval 
of the Bureau of the Budget, only for the purposes authorized in section 104 
of title I, Public Law 480. At the close of the fiseal year 1955 none of these 
foreign currencies had been used or allocated for any of the authorized purposes. 

The program, ‘Removal of surplus agricultural commodities,” is aimed at 
expanding market outlets for farm commodities. This is accomplished mainly 
through (a) purchases and distribution to school-lunch programs and to welfare 
agencies and institutions, and (6b) encouraging exports by payments which enable 
the sale of surplus commodities in foreign markets. There are also other activities 
in this program such as diversion of commodities to byproducts and new uses and 
the administration of marketing agreements and orders. The program tends, 
both directly and indirectly, to maintain prices received by farmers, principally 
for perishable agricultural commodities. The cumulative realized cost of the 
program to June 30, 1955, of $1,804.1 million, as shown by the statement, excludes 
cash transfers for payments to schools under the school-lunch program in the 
period from 1943 to 1949. 

Next is the Sugar Act program. The principal objectives of the sugar program 
are to protect the welfare of domestic producers, to provide consumers with 
adequate supplies of sugar at reasonable prices, and to promote our general export 
trade. The statement shows the cumulative result of the sugar program to 
June 30, 1955. This comprises gross expenditures of $975.3 million for payments 
to domestic producers and administrative expenses, offset by sugar taxes of 
$1,298.9 million collected from processors and importers, with a resulting net gain 
of $323.6 million. The sugar taxes consist of an excise levy on domestic proces- 
sors and an import tax on sugar brought in for direct consumption. The Sugar 
Act imposed these taxes through an amendment to the Internal Revenue Code. 
The payments to domestic producers were also provided for by the Sugar Act 
and are conditioned on compliance with production quotas and other requirements. 

A Federal crop-insurance program has as its purpose the economic stability 
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of agriculture by providing protection against loss from unavoidable causes for 
the farmer’s investment in producing crops. The realized costs of this program, 
shown by the statement to aggregate $178.9 million at June 30, 1955, represent 
principally the excess of indemnities over premiums, administrative expenses, 
and interest costs on Government-subscribed capital. 

Acreage allotment payments under the agricultural conservation program. 
These so-called class I or acreage allotment payments, under section 8 (b) of the 
act of February 29, 1936, the Soil Conservation and Domestic Allotment Act, as 
amended, were aimed at maintaining farm production in balance with demand. 
This was carried out by the establishment of individual farm acreage allotments 
of soil-depleting crops representing proportionate shares of national production 
goals. The acreage allotment payments compensated farmers, in part, for 
making their proportionate acreage adjustments. This item excludes the so- 
called class II payments which were for conservation practices. The cost of 
these acreage allotment payments, which were made in the fiscal years 1937 
through 1944, amounted to $2,354.8 million. 

The last item is designated as “Other, including Agricultural Adjustment Act 
of 1933, parity payments, and other adjustment and surplus removal programs.’’ 
Over the period from 1932 through 1955, the cumulative total of realized costs 
for these programs has amounted to $2,183.6 million. There are a number of 
programs covered by this item, as follows: 

1. The agricultural adjustment programs (principally acreage allotments and 
marketing quotas). These programs carry out the acreage-allotment and 
marketing-quota provisions of title III of the Agricultural Adjustment Act of 
1938, as amended. They are designed to assist in minimizing fluctuations in the 
supply, marketing, and price of specified basic agricultural commodities—corn, 
cotton, wheat, peanuts, rice, ard tobacco. Prior to 1947 these programs were 
operated as a part of the agricultural conservation program. The realized cost 
of operation for the period 1947-55 totals $118.7 million. 

2. The program, ‘Parity payments.” The Agricultural Adjustment Act of 
1938 authorized payments of Federal funds directly to producers of corn, wheat, 
cotton, rice, or tobacco for the purpose of reestablishing farm income and pur- 
chasing power somewhat nearer the prewar level (World War I). Such payments 
were authorized to be made to producers on the normal production of the listed 
commodities, and were to be allocated among commodities on the basis of the 
amount by which the farm prices of the commodities were below parity. The 
realized cost of this program, representing expenditures in the years 1940-44, 
amounts to $1,016.6 million. 

3. The programs under the Agricultural Adjustment Act of 1933 and related 
Acts. The objective of the Agricuitural Adjustment Act of 1933 and subsequent 
related acts, was to bring about an increase in farm buying power. To accomplish 
this the Secretary of Agriculture was authorized to make benefit payments to 
producers who reduced their acreage or production for market of basic commodities. 
Financing of the AAA and related acts was accomplished through both appro- 
priated funds and an excise tax levied on the processing of any basic commodity 
on which benefit payments were made. The tax funds could be used for the 
expansion of markets and the removal of surplus agricultural products, as well 
as for benefit payments and administrative expenses. The gross expenditures 
for the programs, which ran from 1934 through 1937, amounted to $1,482.6 
million; the processing taxes collected together with a small amount of miscel- 
laneous receipts totaled $911.5 million. The net realized cost of the program 
was $571.1 million. 

4. The programs “Agricultural Marketing Act revolving fund, and payments 
to stabilization corporations for losses incurred.’’ The cost of $378.6 million for 
these programs includes principally losses incurred on loans made from the 
Agricultural Marketing Act revolving fund. These loan losses amounted to 
$338.6 million. Also included are losses in the amount of $40 million which 
represent donations of cotton and wheat authorized by Congress to the American 
Red Cross. The losses are applicable to transactions which occurred prior to 
the assumption of the management of the fund by the Farm Credit Administration 
on May 1933. 

5. Five miscellaneous programs described as follows: 

(a) Distribution costs on CCC stocks and hay for emergency feed program. 
This program, financed from the disaster loan revolving fund, involved the 
furnishing of feed and hay in the fiscal years 1954 and 1955. The cost of trans- 
porting feed furnished by the Commodity Credit Corporation was paid from the 
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fund and totaled $27.7 million. The fund also made advances to States to assist 
in defraying the cost of transporting hay purchased by the States and these costs 
totaled $8.5 million. The aggregate cost of this phase of the emergency feed 
program was $36.2 million. 

(6) Federal Surplus Commodities Corporation. This Corporation operated 
from 1935 to 1942 for the purpose of purchasing, processing, storing, handling, 
transporting, and disposing of surplus agricultural commodities and products 
for relief. The operations of the Corporation resulted in a net gain of $15.7 
million, arising principally from the sale of hides. 

(c) Retirement of cotton pool participation trust certificates. This program 
represents the closeout of cotton pool participation trust certificates issued under 
the cotton pool established pursuant to the Agricultural Adjustment Act of 1933. 
The cost of the program, which took place in 1939-40, amounted to $1.4 million. 

(d) Removal of surplus cattle and dairy products. The Jones-Connally Cattle 
Act of 1934 authorized, among other things, the purchase of surplus cattle in 
drought-stricken areas and expenditures for the removal of surplus dairy products 
throughout the country generally. The cost of this program, extending from 
1934 through 1936, was $76.6 million. 

(e) Transfer of hay and pasture seeds to Federal land administering agencies. 
Public Law 524, 83d Congress, authorized the transfer of seeds from Commodity 
Credit Corporation stocks to the Forest Service, Fish and Wildlife Service, and 
Bureau of Land Management for use only in seeding grazing lands administered 
by them. The realized cost of the seeds transferred in fiscal year 1955 amounted 
to $0.1 million, which amount is reimbursable by appropriation to the Commod- 
ity Credit Corporation. 

Supplementing this statement of realized cost of programs primarily for stabili- 
zation of farm prices and income is a statement showing the distribution of this 
cost by commodity groups. Detailed information is shown for the basic com- 
modities, designated nonbasic commodities, and some of the other nonbasie 
commodities. In considering the realized cost of any given commodity or group 
of commodities it is important to keep in mind all of the programs bearing on 
them. For example, the total realized cost directly chargeable to the basic 
commodities during the period covered by this statement is $5,632.7 million for 
all programs primarily for stabilization of farm prices and income, although only 
$392.7 million of this cost is attributable to CCC nonrecourse loan, purchase, and 
payment programs. Not all of the costs could be allocated to commodities as is 
indicated at the bottom of the statement where such items of cost as interest, 
administrative expenses, etc., are identified by broad programs only. 
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Mr. Nicnotson. Mr. Chairman. 

Mrs. Suutuivan. Mr. Chairman. 

The Cuarrman. Mr. Nicholson. 

Mr. Nicuotson. How much longer is this going to continue, this 
giving authority of a billion dollars or $2 billion every year. 

The CHarrMan. Do you mean the support prices? I remember 
one time when we made fish and agricultural commodity. ‘The fish- 
ermen did not object to it. 

Mr. Morss. We had hoped that the last increase in borrowing 
authority might be the last that we would need. However, the very 
large crops of 1955, as we have reported, indicates that not only do 
we need this additional $2 billion, but that we will need to take another 
look at the situation with the next Congress. 

We have asked for certain legislation that would help get the 
situation better in hand, and some of that legislation is still pending. 

If we get the soil bank in operation, if the law is passed enabling 
that program to go forward, I think definitely we can look forward, 
over a period of years, to a lesser use of borrowing power on the part 
of the Commodity Credit Corporation. 

Mr. Nicuoutson. I would still like to know when you think you will 
not have to come and ask for authority to borrow this—well, there is 
not any name for it. It has gone up now, in the last 4 years, to almost 
double, has it not? 

Mr. Morsz. Yes, it has fully doubled the need for borrowing 
authority. There is no way to predict the future of the need. It 
will depend in part on laws, and it will depend on the weather, and it 
will also depend upon the extent to which farmers continue to intensify 
their cropping operations. 

Mr. Nicuouson. This soil bank is not any different than cutting 
back the acreage, that we have been trying to do here for the last 
8 or 10 years, is it? Is it not the same proposition with a different 
name? 

Mr. Morse. From the standpoing of accumulation of inventories, 
it will, for major problem crops, be a reduction below the minimum 
levels now set in the law. We have a minimum for wheat of 55 million 
acres, below which we cannot go. That is the law. 

Cotton has likewise a minimum below which we cannot go. It is 
an adjustable minimum, but still it is a minimum. The acreage- 
reserve program, as contemplated in the soil-bank proposal, would 
take out of production some of the crop acreage which Congress has 
said must be allotted each year to farmers. 

Mr. Nicuotson. Of course, if you could control the weather, you 
could probably control wheat, corn, and the rest of it, but you cannot 
do it and if you have got plenty of rain and sunshine, you have got to 
borrow more money to take care of the excess crops. 

Mr. Morse. Yes, the weather is a major factor. Last year we had 
one of the very best crop years from the standpoint of weather—quite 
uniformly good across the country, with some exceptions—an un- 
usually good crop year throughout the whole United States. 

Mr. Hrestanp. Mr. Chairman. 

The CHarrman. Mr. Hiestand. 

Mr. Hetstanp. I have been quite concerned, Mr. Secretary, with 
Mr. Brown’s remarks both with regard to cotton and tobacco farmers, 
where it would seem—and I would like to be corrected if I am in error 














32 INCREASE BORROWING POWER OF CCC 


in this regard—that this high rigid price-support law, which has been 
in effect, and its necessary part, the acreage limitation, constantly 
forcing down that acreage. Cannot it be said that in these areas where 
the farms are small, that that very law is forcing poverty on to those 
small farmers by limiting their ability to raise enough for a living? 
Is that a fair statement or is it not? 

Mr. Morse. It is correct. The recuctions are applied as specified 
by law and the resulting small crop acreages are most noticeable in 
the cotton and tobacco programs. 

Mr. Hrestanp. I just wanted that clear for the record. Thank you. 

Mr. Mutter. Mr. Chairman. 

The Cuarmman. Mr. Multer. 

Mr. Mutrer. Mr. Morse, what is the estimated cost of the reim- 
bursement to become available to the Commodity Credit Corporation 
if section 2 of the bill is enacted? 

Mr. Morssz. We have no estimate. We assume it would not be a 
major item as far as the Commodity Credit Corporation operations go. 

Mr. Mutter. Have you any estimate on what it amounts to? 

Mr. Morsr. No, sir; we do not have. We did not originate this 
proposal. We have merely reported that we would have no objection 
to its enactment. 

Mr. Mutter. Where did it originate? 

Mr. Morss. I cannot supply that information. 

Mr. Reuss. Would the gentleman yield? 

Mr. Mutter. Yes. 

Mr. Reuss. It originated with me, and, if I may, I would like to 
answer that now. 

Mr. Mutrur. I am not in opposition to it, but I would like to 
know what the cost of it may be. 

Mr. Reuss. It was my intention when Mr. Morse was through to 
give a brief explanation and offer myself up for questioning. The 
cost, I believe, in real terms, Mr. Multer, will be negligible, because 
what is being done here is to use grain that is out of condition and 
substantially worthless for human consumption. I have some figures 
in a statement which I will shortly submit, on the amount of out-of- 
condition grains held by the CCC, and the amount of out-of-condition 
grains—that is, sick wheat, corn or other grains, with weevils in it—is 
vastly in excess of any conceivable use for this waterfowl-depredation 
program. Therefore, in real terms, the cost it seems to me would be 
pretty close to zero. In fact, money would be saved by reason of 
eliminating storage charges on the grain available for these purposes. 

Mr. Murer. Thank you, sir. 

Mr. Mors. Mr. Chairman, may I respond? The charter of the 
Commodity Credit Corporation gives us authority, to sell grain that 
is going out of condition, or that threatens to go out of condition, or 
that has gone out of condition—to sell it at below the support levels, 
and the formula provided in the law. That we undertake to do 
regularly. 

The sale of such grains—for the most part they move into feed, 
results in a recovery on the investment. In this instance, on such 
grain, or whatever grain is made available, through the Interior De- 
partment, there would be a reimbursement, by appropriation, to cover 
the value of the grains. 

Mr. Murer. Have you any figures or any estimate of what you 
may need for the soil-bank program? 
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Mr. Morse. The annual figure which has been projected in con- 
nection with the legislation runs to $1,200 million. Some are overall 
figures which in the administration of the program would not in any 
year reach the maximum. In getting compliance there would cer- 
tainly be some dropping below the maximums as provided in the law. 
But. those are the overall limitations that are in the pending legislation. 

Mr. Mutter. And you anticipate $1,200 million per year would be 
needed for that? 

Mr. Morse. That would be the outside limitation as provided in the 
pending legislation. 

Mr. Mutter. How much do you think you will need to “initiate 
the program?” I am taking those words from your statement. 

Mr. Morss. There would be something less than $500 million in 
this borrowing authority increased, according to the estimates, that 
would enable us to get the program underway. The legislation is 
now coming at a time when our first real opportunity to get it into 
operation would be in connection with fall seeded crops. The excep- 
tion would be with respect to the conservation reserve, with which we 
could move ahead any time. 

When the legislation is completed, and when we begin to get under- 
way with it, we can more accurately appraise the financial needs. 
This could best be done in the early part of the next Congress. To 
carry forward the soil-bank program, the bill provides that after the 
first year, the costs will be borne by appropriations. 

Mr. Mutter. I think, for the first time since I have been here, I 
see a reference to the term ‘‘cost value” in the figures which you sub- 
mit. That appears on your exhibit H, which is part of your statement. 
I know what cost is and I know what value is, but what does “cost 
value” mean? 

Mr. Morsr. May I ask Mr. Beach? 

Mr. Mutrer. Please. 

Mr. Breacu. That is a term that we use, sir, in describing the book 
value of the inventory, or loans, as the case may be, or other assets 
the Corporation may have, which includes the initial cost, initial out- 
lay, plus any accumulated charges that accrue to that investment as 
time passes, including transportation, storage, and similar handling 
costs. 

Mr. Mutter. Cost would be what it costs you to acquire it plus 
the cost of keeping it. 

Mr. Bracu. That is right. 

Mr. Mutter. Value is what you would get for it in the market. 

Mr. Bracn. We use the term “cost value’? when we compare the 
cost of the commodity with what we got for it when we sold it. We 
have a sales value and a cost value. 

Mr. Muttsr. Could you take your exhibit H and break that down, 
and give us a table which will show the cost, and the value, and the 
sum realized? For each of the commodities indicated? 

Mr. Bracu. Yes, sir, we can do that for the record, if you would 
like. 

Mr. Mutter. If you will, please. 

Mr. Bracn. Very well. 

(The information follows: ) 
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Disposal of price-support commodities (actual, fiscal years 1953, 1954, and 1955; 
estimated fiscal year 1956) 


[Millions of dollars] 
































| 1953 1954 | 1955 1956 (estimated) 
| | | j 
Commodity Sum Sum | | Sum Sum 
Cost | realized | Cost | realized | Cost | realized | Cost | realized 
value) (pro- |v alue} (pro- |v alue} (pro- {value (pro- 
| | ceeds) | ceeds) ceeds) ceeds) 
——— ee ——— SS —_— ——— 
| 
BASIC COMMODITIES | 
Co SETAE 1 CS EE OSES Be” | $165 | $144 | $348 | waedh | $261 | $186 | $218 $169 
Cornmeal... -- f Sra 5453 J ae (’) | (‘) () | (!) 
Cotton: | | | } 
Extra long staple.__._--.--_----- = is ----]------| goad = 9 | 7 
Upland TS (4) (‘) 14 | 13 23 24 248 
id Se RR A PI sr" 6 5| 52| 2%} 4) 21 37] 18 
Rice a Bi 2). 41 5| 114 | 125 | 142 | 112 
Tobacco....------- et AER Soe 1; mM] @ 1 | ri} ag | @ 
Wheat ee ee | 143 | 376 | 305 | 717 | 590 | 818 | 653 
Wheat flour. __.._.___- yeas | | 5 | 5 8 | 8 
Total | 1, 480 é 1 187 
DESIGNATED NONBASIC COMMODITIES | | | | j 
| | 
| } | 
nag ee cs Shc nh a4 P5664 OO Ord @ 
Milk and butterfat: | | | } 
eee as eee 16 | 94 | 59 | 205 | 32 | 190 | 79 
angi. gore See Sree ay. ae 49 | 3| 54 | 8 
Cheese - - - 1 1| 64] 51 | 90 14} 125 52 
Milk, nonfat. dry 6] 99) 17 | 134 | 16 | 103 20 
Fluid milk (Armed Forces and | | | 
Veterans’ Administration) __.__|____-- Root 9 | | 4 | 7 “an oe 
Wher wetees. |... oe iN? Sieeeat Ree ciel M4) i By 1 
Tung oil______- POA eS ahs : oi | () ‘om < oe 8 7 
aes Oo; @® | ny 11] 10] 9} 34] 28 
eae 28 | 23| 270| 139 | 495. 75 | 528 190 
OTHER NONBASIC COMMODITIES | | | } 
} | | 
Re ee ae EE ee Be? 18 | ai ye) 6| 52 38) 88 | 62 
Beans, dry, edible._.....___________- 29 | 921 16] 9| 17 13 19 15 
Cotton, American and Egyptian__._| 33 | 34) @) | Oo Ns obese a ee 
Cottonseed and products: | 
ON eee ae eee. ees WT Se eae Do ah deh Upeial nkculeneis mane 1 | 1 
Cottonseed oil: | 
ae Eee 1 | 1/ 6| 6| 13 0! 5 4 
RETR fers ae 2) 2 55 | 39 | 143 88 43 38 
Cottonseed meal.____...---.----- 33 | 44] 63 61| 22 21 4 | 3 
Cotton linters..............._.. 7 | 4) 6] 3 1 i] ws 7 
SO” eee Saas 5 | 3 tae ee, Ee ee ee 
OS (Ree ee eA 1 | 1/ 40 34 56 41! 36 31 
le inl ee keeenieR OR ee. 3 | 1] 63] 19| 15 8| 23| 15 
Naval stores: } 
Rosin OR IE Sere Rees ee CE {RReEAE re ee oy 1 | 1 | 5 | 5 
SPE ee a TS: POE ON . 3 (‘) ; (‘) 1 | 1 
Oia ct AAR AES OOALA i| ij is] 14| 39 2 | 48 33 
Oc, CEH E ISS eh ed ae) aed ky f P Ee Oe ee 
as RET ECE PE (‘) () | (1) s 5 10 6 
Rye Beate tit? eS sil oy sere EERIE Tee see ee: (1) ap fre ee) 
Seeds: | 
Pay end pesture............... (‘) (4) | S 2 21 16 12 7 
Winter cover crop.._.....-.-..- 6 | 2 | 18 5 | 1 1 4 3 
Borehums, erain................... 4] 5 19 | 12 80 38 143 91 
RR A ae ee () () 10 | 10 3 3 33 | 30 
0 ee ee FE 143 133 331 220 473 310° ~ 491 352 
Barter and exchange._..............- 11 ll 29 29 22 220 7 7 
otal price support_........--- 520 462 1, 424 1,006 |2,115 1, “340 2, 57% 1, 803 


1 Less than % million. 
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Mr. Moutrer. Is my understanding correct that dairy products have 
always been under flexible supports and not under rigid supports? 

Mr. Morse. They are mandatory, and have been within a range 
of 75 to 90 percent. 

Mr. Mutrer. What do you mean by mandatory? 

Mr. Morse. We must support dairy products and that is the lati- 
tude which we are allowed. Further, there are some provisions —— 

Mr. Mutrer. What is the latitude you have been allowed on dairy 
products? 

Mr. Morse. Not less than 75 percent and not more than 90 per- 
cent. 

Mr. Mutter. Is that not precisely what we mean when we talk 
about flexible supports, fixing a minimum amount and maximum 
amount with discretion in the Department as to what the support 
price will be? 

Mr. Morse. On many of the items which we support we have 
complete flexibility, from zero up to 90. 

Mr. Mutrer. What items are those? 

Mr. Morse. Feed grains, barley, oats, rye, grain sorghum which is 
a major crop, grass seed, soybeans, which ranks fifth as a cash crop now 
I believe, dry edible beans, cottonseed, naval stores, and there are 
other items which we are authorized to support but which we are not 
supporting at the present time. 

Mr. Mutter. And those are in accordance with the provisions 
that have always been in the law? 

Mr. Morssg. Yes, sir. 

Mr. Mutrer. Now the basic, so-called basic commodities, are the 
ones that have been under rigid price supports, fixed price supports; 
is that right? 

Mr. Morsg. Initially there was more latitude with all crops. The 
support levels were at a much lower level. During the war and post- 
war period they were brought up to the 90 percent levels, and further 
& provision was inserted in the law that the basic crops would be 
supported at the highest of either the old or the new parity. That 
resulted in 4 of the crops getting more than 90 percent, according to 
the modernized parity formula. 

Mr. Mutrer. When was the law changed in that respect as to 
rigid supports on basic commodities? 

Mr. Morse. That was in the 1954 act, and it went into effect 
with the 1955 crops, the present crop year that we are now in. 

Mr. Mutter. Now, to come back to the dairy products, all through 
the period, however, since the law was enacted, right down to date, 
you have had so-called mandatory flexible price supports on dairy 
products; am I right? With a minimum and a maximum, and dis- 
cretion vested in the Department as to what the price support shall 
be. 

Mr. Monrssr. I believe you are correct, Congressman. 

Mr. Beacu. Dairy products were supported under the Steagall 
amendment, during the war, you will recall, which provided for a 
mandatory support for a certain period of time. 

Mr. Motrer. And as of what date did you go back to the flexible? 

Mr. Morse. 1949, if I remember correctly. 
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Mr. Mutter. So we have had experience with flexible supports 
on dairy products, with minimum and maximum, since 1949. Is 
that correct? 

Mr. Beacu. I think that is correct; yes, sir. 1950 is the first year, 
that the support price dropped below 90 percent. After the war, 
that is. 

Mr. Mutter. According to your report as of March 31, 1956, for 
the period ending March 1, 1956, on a total of $209 million cost of 
dairy products, you have sustained a loss of approximately $137 
million. Is that correct? $167 million? 

Mr. Breacu. You have added together, butter, oil, cheese, milk, 
and so forth. 

Mr. Mutter. Butter, oil, cheese, and milk. Let me show you 
how I arrived at the figure. My net figure is wrong. 

Mr. Bracn. I think it is low. 

Mr. Mutter. Cost was approximately $209 million. And you 
have written that down to a book value of $83 million. 

Mr. Beacu. Oh, you are thinking of the valuation reserves: 

Mr. Mutter. Yes. 

Mr. Beacu. Those are not realized losses, sir. 

Mr. Muttrr. What.are the realized losses? 

Mr. Beacu. The realized losses taken during 1956 on butter and 
other dairy products were these: Butter, $108 million; butter oil, $43 
million; cheese, $63 million; dried milk, $68 million; fluid milk, $38 
million; and whey, $2,900,000. 

Mr. Mutter. What is the approximate total, sir? 

Mr. Breacu. That would run pretty close to $323 million. 

Mr. Mutter. Well, now, with that kind of experience under 
flexible price supports in the dairy industry, how do you arrive at 
the conclusion that flexible price supports, rather than rigid price 
supports on the basic commodities, is going to be a better program? 

Mr. Morse. In the first place, you would be making a comparison 
between a highly perishable commodity, and storable commodities, 
such as the basic commodities are. 

Mr. Mutrer. May I stop you there a moment? On the perish- 
ables you must dispose of them within a limit of time. 

Mr. Morss. Yes, sir. 

Mr. Mutter. Under the basies, theoretically, you can keep them 
in storage forever without deteriorating. 

Mr. Morse. By rotation of stocks, you can keep them for a long 
time, yes. 

Mr. Mutter. Now, if you have a basic commodity that you can 
hold indefinitely, as against a perishable that you must dispose of 
quickly, how do you expect by making the same flexible program 
apply to both, how are you going to sustain less losses on the basies 
than you do on the perishables. The perishables you must sell within 
a limited period. And you sustained these losses. How can you say, 
with a product that you will be able to hold practically at your will, 
that when you switch from the rigid to the flexible program, that you 
are not going to sustain a bigger loss than you have sustained up to 
now? 

Mr. Morse. It is a matter of the extent to which you can develop 
markets and move the commodities into use and thus get away from 
storage costs. 
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Now, on these perishable commodities, with the cost the Govern- 
ment. faces in holding them, we have felt they should be moved on 
into consumption. We have been able to accomplish that even 
though very substantial parts of the dairy products are being donated, 
given away. 

On the storable commodities, we have expected that they could 
eventually move into use, and we have not used as drastic means in 
getting them into consumption. 

Mr. Mutter. I do not think you have given any explanation as to 
how you can arrive at the conclusion that you are going to have less 
losses by having switched from rigid to flexible price supports on your 
basic commodities. 

Mr. Morse. In the first place you will have a lesser commitment 
on the part of Government funds, when you support at more moderate 
levels. 

In addition, you will have more demand, so that the commodities 
will be bought and used in greater quantities. One reason that we 
are getting the present high rate of production that we have in dairy- 
ing is due to the fact that farmers have feed grains in large supply 
which are’supported on a discretionary basis. Dairy prices have been 
relatively profitable compared with feed grain costs and there has 
been a liberal rate of feeding on the part of dairy farmers. 

As a result, much larger quantities of the feed grains have moved 
into use, and less has gone into Government hands. 

Mr. Mutrer. That might be some reason as to why you are sustain- 
ing a loss on the dairy products, but it does not explain how you are 
going to save yourself from bigger losses, under a flexible program, on 
the basics, rather than under the rigid price-support program. 

Mr. Morsr. Given a chance to operate, Mr. Congressman, the 
flexible supports will both on the supply side as well as on the use 
side, move products in the direction of bringing supply and demand 
into balance. Thus losses to the Government will be reduced on 
price support operations. 

Mr. Mutter. How long do you think you will need to prove this 
flexible program? How long a time? 

Mr. Morsz. It will depend upon many factors. We hope that we 
will get the soil-bank program, so that we can speed up the date when 
we will get supplies dowao to a manageable size, and farmers of this 
country will not need to wait so long to get the depressing effect of 
surpluses lifted. 

Mr. Mutter. Let us leave out of consideration for a moment the 
soil-bank program. When you came in here last year and the year 
before you did not talk to us about a soil-bank program; did you? 

Mr. Morse. No, sir; and we did not know what would be the re- 
sults of the weather, and the extent to which farmers would go all 
out in production in 1955. We did not know that we were going to 
get, in 1 year, an average increase in production of cotton of 75 pounds 
per acre, which is a terrific stepup in yield. All such factors could not 
be anticipated. 

Mr. Congressman, as the peak on the charts show, we had over 
1,600 million pounds of oil in Government hands at one time. It was 
a weight on the markets, not only in this country but— 

Mr. Mutter. What kind of oil? 
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Mr. Morse. Vegetable oils, cottonseed oil, principally. It was a 
weight not only on our farm markets but on the world markets. 

We started selling, moving it into use; the world markets strengthen 
while we were selling. We liquidated the inventory, and we now have 
an active market. Soybeans are now well above $3 a bushel, and we 
are essentially out of the oil business. 

Mr. Mutter. The cotton producers didn’t make any money on that 
oil. It was the oil producer who made money on that oil; was it not? 

Mr. Morse. The farmers who grow soybeans, the farmers who 
produce cottonseed, would not have their present strong markets for 
these commodities if we still had a billion pounds of vegetable oils in 
the hands of the Government. That is a very safe assumption. It 
is an excellent illustration of what happens when you liquidate 
surpluses, and get markets on a basis where commodities move in the 
trade. There is need to help smooth out the marketings through the 
year, which the chairman was discussing in connection with the 
operations of the price support program. 

Mr. Murer. The cotton producers’ loans were mostly small loans, 
weren’t they? 

Mr. Morse. Yes, sir; the oil products, if your reference is to 
that——— 

Mr. Mutter. My reference now is to cotton, loans to cotton pro- 
ducers. Aren’t they mostly small loans? 

Mr. Morss. Yes, sir; the operation of the program under the law 
has been such that most farmers have been reduced to quite a small 
acreage. 

Mr. Mutter. Now, what about the processors, the loans to the 
processors, they were mostly large loans, weren’t they? 

Mr. Morse. We do not make loans to processors. 

Mr. Hrestanp. Will the gentleman yield? 

Mr. Mutrer. Yes, sir. 

Mr. Hriestanp. I am wondering if the gentleman wouldn’t like in 
the record at this point a comparison of the accumulated surpluses, 
a general statement of flexible price supports, such as dairy products, 
as against the presently accumulated surplus of the rigid price-sup- 
ported products. 

Mr. Morsz. I will be very happy to supply that. 

(The data referred to above follows:) 
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CommopitTy CREDIT CoRPORATION 


Price support inventories as of Mar. 31, 1956 





Commodity | Unit of measure | Quantity Dollar value 





Commodities for which support was mandatory | 
at fixed levels prior to 1955 crops: 








5 Reet etadi lease Ses eit Gama cement PEE ie cestieas SNF 737, 681,679 | $1, 285, 667, 468 
Cotton: | 
ea 0 Sere 74, 104 26, 995, 725 
|, __,. AORE: ae aataeaad S Py. | Sete 6, 800, 429 1, 249, 933, 685 
1 RRs er eee ere eee eee | 27, 303, 694 3, 221, 092 
Rice: 
SE pad SSSI EE SPs Pepeer eee eee | Hundredweight_.____} 11, 233, 337 | 141, 750, 030 
ON me do é rst hee 3, 845, 966 | 20, 172 
Ne ck ees tree eg a! gees 136, 238 | 57, 
| EE eee ie ea eeene re | i a ee 831, 814,322 | 2, 278, 566, 803 
STE ORS! SOS os Se FOOL ee ee (eH oS Sihidebbataeea 5, 006, 364, 430 
Commodities for which support was mandatory | 
within levels to be determined by the Secre- | 
tary (milk and butterfat, 75 to 90 percent of | 
parity; ~<srteacty tessa am shad | 
Honey - BRAY Sy SS ee ee Pees None None 
Milk and butterfat: 
let SB pia se ee | Pound Re 8 oe SR A 101, 052, 018 59, 947, 083 
2 aes ee eS Set ao we Fim Eos 2, 717, 474 10, 106, 708 
ee ee ee, ee , 294, 903, 626 115, 472, 813 
Milk, nonfat, dry RS SA AE hee 141, 920, 902 | 24, 002, 767 
Te LEE LLL SLE LS TREE wee: None | None 
UR As odin nk cabdnndavucktt ti BRE EA b See 15, 101, 076 | 3, 865, 585 
_ ine Rs Se See eee |----- Oe . 121, 809, 052 | 83, 142, 865 
| 
Subtotal_ Ms habit desided akan ddoediebhey tase 296, 537, 821 
Commodities for which “support was discre- 
tionary with the Secretary at levels to be de- 
termined by him (0 to 90 percent of parity) 
Barley .....- fet Menbagriy cade 5 Sree aN Bushel 38, 161, 917 | 47, 342, 261 
Beans, dry edible. __- ee CO eee 2, 013, 829 15, 653, 030 
Cottonseed oil, reflned__.--..----....---__- round......., ae 14, 480, 579 2, 311, 142 
Cottonseed meal__________- a ea is Sree SNES ete 34, 975 1, O86 
ee SEE CEEETT TA EE 0S SE Oe 406, 909, 438 39, 878, 509 
"ips, RG See ei nae See : 65, 457 219, 937 
SONOS REIS eae Ss eee 63, 681, 839 9, 131, 471 
Naval stores: 
SRE PTS CE Bs eat a8 ae : __ lee a 275, 924, 322 21, 255, 103 
EOE aT "5 aS IER 1, 845, 805 1, 07 0, 997 
aaa eel a Ee a a PS SE} Bushel a ah 35, 588, 660 31, 346, 597 
We Sc saw dec ee dc Oe wnn hoiidd dae do : 2, 767, 316 3, 769, 751 
Seeds, hay and pasture.._.........._........| Pound 10, 275, 008 2, 849, 834 
eee eee Hundredweight 14, 111, 589 42, 475, 687 
ee IIE as. Lee ee Tf OO Se 66, 588 155, 022 
ek ee Si ci ge Pe ~ re cows P 217, 460, 427 
(i Se GS) EP SD ever eed hams. | de eS a ae a. 1 5, 520, 362, 678 


1In addition, as of Mar. 31, 1956 the Corporation owned $132,457,203 of strates 


gic and critical materials 
bartered or exchanged for price support commodities. 


Mr. Morse. And may I say, Mr. Congressman, that well over half 
of the products that farmers produce are not under price-support pro- 
gram of any kind. The crops which involve the major costs, and in 
which the Government has the heaviest investment, represent less 
than a fourth—I believe it is about 24 percent—of the market income 
of farmers. Most of the production from the farms of America is 
moving currently into consumption with no price support operations 
at all; there is no burdensome pile-up of such commodities. In 
addition, there are other commodities where we have discretionary 
supports, where the commodities are also moving into use. 

Take soybean price support, for instance: Farmers came in and 
recommended that we reduce the price support level. They wanted 
their commodity to move into consumption. They didn’t want it 
piling up in the hands of the Government. If we had great stocks of 
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soybeans in Government hands, we certainly would not have had 
the experience, pricewise, that farmers are now having with such 
strong prices for soybeans. 

Mr. Mutter. At present there is no limit in the law as to the 
amount of any loan. 

Mr. Morse. No, sir. 

Mr. Mutter. Why shouldn’t the law have a provision limiting 
& maximum loan to any one farmer for any one product in any one 
season to $25,000, or something like that? 

Mr. Morsr. The President in his message in January of this year 
recommended that Congress give that consideration. The question 
has been before the committees of Congress, but even so it is not in 
the pending legislation, although I believe at one time it was sub- 
mitted by committees as part of the farm bill, but was later eliminated. 

Mr. Mutrer. What is the recommendation of your department 
on that subject? 

Mr. Morse. We have never made a definite recommendation 
beyond saying that we felt that Congress should give the matter 
serious consideration. We have supplied information about the size 
of loans and other information that Congress called for. 

We believe, along with the President, that it is a matter that 
should have the consideration of Congress. 

Mr. Mutter. I take it you would not oppose such a provision being 
written into this bill? 

Mr. Morse. We would not oppose such legislation if on a practical 
basis. 

Mr. Botton. As the committee knows, I attempted to put such an 
amendment onto the soil-bank bill, and it is my intention to offer 
such an amendment to this bill and to all other agricultural appropria- 
tions bills, and I would say to the Secretary, I would like to request, 
if I could, the information on cotton loans. I have the information 
on all the other commodities, and I wondered whether it would be 
possible for him to submit for the record the amount of loans on cotton 
made to individuals, over $25,000. Is that information available, sir? 

Mr. Morse. We have some of that information, and we will be glad 
to furnish for the record what is available. 

(The information follows:) 


Cotton—Estimaied masimum price support loans for different size allotments 


Maximum 


Percent of amount of 
Size of farm allotment (acres) total allot- | price support 
ments per allot- 


ment farm 


0 to 4.9 21.9 $646 
5 to 14.9 50. 7 1, 964 
15 to 29.9 13.9 3, 942 
30 to 49.9 6.1 6, 580 
50 to 99.9 ; E : 4.9 13, 174 
100 to 499.9 : 2.4 65, 922 
500 to 999.9 a 131, 858 
1,000 and over 131, 872 


Note.—Frequency distribution based on size of 1954 allotments; maximum price support per farm cal- 
culated by applying to largest allotment in size group the yield per acre—1955 crop of cotton and multiplying 
by the support price—1955 crop of cotton. 
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Mrs. Suuuivan. Mr. Chairman. 

The CuarrMan. Mrs. Sullivan. 

Mrs. Suttivan. Mr. Morse, I realize that if we try to settle all the 
various controversies over agriculture policy at this hearing this morn- 
ing, we would be here for weeks, so I don’t want to go into the price 
support or anything of that sort, but I would like your help on a prob- 
lem of mine, and your help at least in giving me some information. 

My problem is this: 

I want to get some of this surplus food into the stomachs of hungry 
Americans. We have been giving millions of pounds of it abroad. 
That is all right. It is fine to do that. But we cannot seem to get 
it to the people in our own country who need it, unless our States join 
in what I understand is a terribly complicated and expensive and 
unsatisfactory program. 

Why can’t we get this food to every needy American under a food- 
stamp plan? 

Mr. Morse. There have been such proposals, as you know, before 
Congress, and we have stood ready to examine them. 

Part of the responsibility placed on us in connection with surplus 
commodities is to sell them and dispose of them in a way so that 
normal marketing will not be interfered with. One of the difficulties 
that is encountered in connection with most stamp-plan proposals, 
has been the very real danger that they would interfere with normal 
marketings. 

We do have, as you probably know, very large quantities of the 
surplus commodities moving, by donation, to people in this country. 
There are some 11 million schoolchildren who are beneficiaries. There 
are about 1,300,000 people in charitable institutions; 100,000 needy 
Indians; almost 3 million needy persons in family units, getting sur- 
plus foods. So we are getting a very large distribution of these com- 
modities by donation. 

Mrs. Suuuivan. I realize that, Mr. Secretary. I believe from your 
own report of April 12 we have given 560 million pounds of food here 
in the United States. But we have given over 840 million pounds in 
that same period—840 million pounds in that same period, abroad. 

Now, my bill, as you know, makes all those under any form of relief, 
public welfare; automatically eligible, and I understand there are 
about 5 million persons in the United States now under public welfare. 
That includes all those under old-age assistance. Under aid to de- 
pendent children, aid to the blind, aid to the disabled, and all those on 
public assistance; right there is your eligibility list. And these, Mr. 
Morse, are hungry people. They do not get sufficient incomes to eat 
adequately. Shouldn’t we go out of our way to make sure that these 
people get some of that food? They are not getting it now under the 
plan that is in existence. 

Mr. Morse. We would be glad to work with the Congress in ex- 
amining the merits of any proposals. 

As I have indicated, we have seen some real difficulties in them. 
Part of the difficulty that we have encountered is the matter of eligi- 
bility as between States, and also the attitudes in various States. 
Some desire to be very liberal in their eligibility requirements, and 
others feel that there can be great damage done by being too liberal. 

Mrs. Suttivan. Those that I have contacted have felt that they 
can’t participate—and our own State of Missouri is one of them 
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because it is just too expensive a plan, to distribute to those on welfare. 
And that is not going to take anything away from the regular market, 
because these people just don’t have adequate funds to buy this food. 

There is just one other question I have: 

You not only give great quantities of food away overseas, but you 
sell the food abroad on a bid basis, do you not? 

Mr. Morse. We do on quite a few items. 

Mrs. Sututrvan. And don’t you sell it usually at a great loss? 

Mr. Morsr. These sales, as near as it is possible for us to deter- 
mine, are in line with world markets. They represent a loss as com- 
pared with the higher price support levels which are maintained in 
this country, under which we acquire the products. 

Mrs. Suutiivan. I don’t want to give you the impression that I 
am against sending it overseas, but we seem to think nothing of paying 
for the cost of shipping it abroad, and giving it away free abroad, or 
selling it at a great loss—for instance last year, you sold $1,294,000 
worth of lima beans for just about half price, $671,000: and then you 
sold $24 million worth of wheat for $13 million; and $755,000 worth 
of cheese for $482,000; $1,700,000 worth of milk—that is, nonfat dry 
milk—for $944,000; and so on—what I mean to say is that you give 
this food away abroad, and now I understand that you also want to 
pay the shipping charges in some instances, in shipping it overseas, to 
give away, and also that you sell it at a great loss. 

Why, then, can’t we be at least as enthusiastic and interested in 
seeing to it that it goes to the really poor here at home? 

That is a long question, 1 know, but you see that I have been 
stymied on my bill, partly by the insistence of you and your associates 
that we should not ‘‘charge”’ the farmer, as you put it, for the cost of 
relief in giving food to the poor at home. Why not, if we charge him 
for giving it away abroad? 

Mr. Morse. Yes. As you know, most of the movement of perish- 
able products abroad has been through church organizations and 
private welfare organizations. They have found it very difficult, fi 
addition to assuming the costs of distribution to the needy people 
abroad, to get the money for transporting the foods, and hence the 
move in the direction of helping on shipping costs. 

We hear constant concern expressed about the fact that these con- 
tributions, even contributions to school lunches, much as we are all 
in favor of that, are displacing business which was had by the grocery 
stores and others selling food in the normal channels of trade. It is 
one of the concerns about a stamp plan if put into operation at a time 
when the country is prosperous as it is at the present. The fear is 
that to a large extent business would be transferred out of the grocery 
stores and Government distributions of food would replace normal 
trade. 

Further, in reference to the responsibility for distribution by the 
States, there has been a feeling that the States should assume definite 
responsibility as to eligibility of people to receive free food. They 
are much closer to the people, and likewise they have their own pen- 
sion programs, and other welfare programs. We feel that in making 
these products available it can best be done through the State author- 
ities so that they can integrate the program with whatever other wel- 
fare programs they are operating. 
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The CuarrmMan. Mr. Morse, could you come back this afternoon? 

Mr. Morse. I will make myself available at the request of the 
committee. 

The CHarrRMAN. We have to go before the Rules Committee at 
1:30, and I don’t think it. will take us very long, and if you could 
return about 3 o’clock, I think that would be satisfactory. 

Mr. Morse. I will be very happy to return. 

The CHarRMAN. We will resume the hearings at 3 o’clock. 

(Whereupon, at 12:13 p. m., the committee adjourned, to reconvene 
at 3 p. m. of the same day.) 


AFTERNOON SESSION 


The committee met at 3 p. m., Hon. Brent Spence (chairman) 
presiding. 

Present: Chairman Spence, Messrs. Multer, O’Hara, Mrs. Sullivan, 
Messrs, Fountain, Reuss, Mrs. Griffiths, Messrs. Vanik, Holland, 
McDonough, Mumma, and McVey. 

The CHarrMAN. The committee will be in order. 

We will resume the hearings. 

Does anybody desire recognition? 

Mr. McVey. Mr. Chairman. 

The Cuarrman. Mr. McVey. 

Mr. McVey. I have asked for this time because I wish to ask a few 
questions of Mr. Morse and his assistant. 

This morning you mentioned an investment in corn and wheat and 
cotton. 

Could I have those figures again? 

For instance, how much did the CCC invest in corn? 

Mr. Morse. I will ask Mr. Beach if he will supply the figures, 
please, sir. 

Mr. Bracu. The figures that Mr. Morse referred to this morning 
were inventory data. These figures include both the loan and in- 
ventory investment: The total investment as of March 31, 1956, in 
corn, was $1,910,615; in cotton, $2,275,499,000; in wheat, $2,820,- 
523,000; grand total of all commodities, $8,731,498,000. 

Mr. McVey. I have asked this question for a specific purpose. 
We have had mentioned on the floor of Congress a number of times 
the total loss in the matter of price supports on basic commodities. 
Just yesterday on the floor of the Congress, one of the Members 
stated that the total loss, in basic commodities thus far, was $194 
million. That seemed very unrealistic to me because, in the first 
place, no one can tell what the potential losses in these various 
commodities will be. We will not be able to estimate the loss until 
we are ready to sell those commodities. 

For example, what will be the loss on investments in corn, and 
wheat? Even our profits on cotton may disappear if we attempt to 
dispose of the cotton on hand. I don’t know whether vou want to 
comment upon that situation or not, but it seems the only realistic 
way to look at this problem. 

Mr. Morss. You are quite correct, Mr. Congressman. ‘The total 
loss, in terms of the cost of operation for 1955, of programs primarily 
for stabilization of farm prices and income, amounted to $1,350 
million, For 1954, the same cost calculation shows $962 million. 
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As you say, the final costs such as for storage and reduction in price, 
for the disposal of these commodities, is yet to be determined. 

Mr. McVey. How much is the storage cost? 

Mr. Morse. It is running something under a million dollars a day. 

Mr. Bracn. About $800,000-plus-a-day. 

Mr. Morssg. It fluctuates, depending upon the type of commodities 
stored. 

Mr. Beach has another figure that bears on that, which you would 
be interested in. 

Mr. Breacu. As you know, perhaps, we establish on the books of the 
Commodity Credit Corporation an estimated loss, which we term a 
valuation reserve, each month. It represents the best estimate as of 
that time of the realizable value of commodities in inventory. The 
amount of that reserve on March 31 was $2,136,000, wunich is a pos- 
sible loss on the inventory on hand at that time. 

Mr. McVey. Where would this Member of the Congress get the 
idea that the total loss on basic crops is only $194 million? 

Mr. Morse. When you refer to basic crops, you of course, limit the 
figure to six crops 

Mr. Beacu. That happens to be, Mr. McVey, the actual realized 
loss on the books of the Commodity Credit Corporation itself for the 
fiscal year 1955 alone for basic commodities. 

Mr. McVey. You mean the last figure, or the $194 million? 

Mr. Bracn. The $194 million. 

Mr. Morse. Yes, sir; but as I commented this morning, the ac- 
counting under the Commodity Credit Corporation picks up only a 
part of the cost of the programs. It does not reflect the total cost of 
the stabilization programs. You have to incorporate all other costs 
to get at the total. 

Mr. McVey. Is the storage cost figured in this $194 million? 

Mr. Bracu. Yes, sir. Storage cost is added to the investment 
value of the inventory. 

In other words, each month, the investment in the inventory of 
wheat rises by the amount of the storage accrued against it. 

Mr. McVey. We have had a good deal of discussion here about 
rigid price supports and flexible price supports In this committee 
we have no power to determine that situation, because there are 
other committees in the Congress that present legislation in the 
House which either confirms the 90 percent parity support or rejects 
it. It seems to me that is not our problem here, but I would like to 
say this in connection with it: 

I don’t believe 90 percent supports, or rigid price supports or 
flexible price supports, either alone, is the answer to this problem. 
Our problem is to get rid of the huge surplus piled up in inventory by 
the CCC. 

But it is believed that the flexible price supports, when applied in 
conjunction with the soil bank, will acccmplish that purpose. Whether 
they will or not, is a question to be answered in the future. 

But isn’t that the problem we are working on at present? 

Mr. Morsr. You are very right. We have had many, many 
suggestions about how to effectively liquidate the agricultural surplus, 
and how to get production and demand closer into balance. 

The soil bank, coupled with the program that we have moved into 
as a result of 1954 legislation, is the best answer that we have had 
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presented. Congress shares that view by virtue of the fact that there 
seems to be general sympathy with the soil bank approach. 

Mr. McVey. That is all, Mr. Chairman. 

The Cuarrman. How long can you keep basic agricultural com- 
modities in storage without serious impairment? 

Mr. Morssz. It varies by commodities, Mr. Chairman. Cotton is 
quite durable and can be held rather indefinitely. 

As to the grains, by rotating the stocks, we are able to keep them 
in good condition, and avoid serious deterioration. But they do 
have to be turned, and after a certain age, they should be sold out 
and replaced with fresh stocks. 

The Cuarrman. How long can you keep corn and wheat? 

Mr. Morse. They can be kept several years, but corn begins to 
lose feeding value seriously after the first year and a half or 2 years. 
However, we have had much older stocks of corn. At the time I 
came in, I believe there were Government-owned stocks of corn that 
had reached 4 or 5 years of age. It was still sound—dquite flinty, in 
fact, due to its loss of moisture. We initiated a rotation of stocks so 
as to keep the grains in good condition. 

Many feeders do not want to buy corn that has reached more than 
a year and a half or 2 years of age, if they can get other corn. 

The CuarrmMan. The matter of price support is decided by the 
farmer himself; is it not? He must agree to marketing quotas and 
acreage allotments by referendum; isn’t that so, in all cases? 

Mr. Morse. Except for corn. In the 1954 act, corn being the 
major feed crop, and a crop where the operation of marketing quotas 
was not practical—Congress removed the marketing quota provision 
from the corn program. 

In the other cases there is a referendum in which farmers vote on 
a choice between a low level of supports—50 percent supports, or a 
higher level of supports. 

The CuHarrMAN. It takes a majority of two-thirds to put that in 
effect; does it not, usually? 

Mr. Morse. Yes, sir; that is correct, sir. 

The Cuarrman. What is the usual vote on those matters? 

Mr. Morse. In most cases the referendums are to vote the higher 
supports. In some instances, in connection with tobacco, they have 
not voted them. It varies by commodities. 

The choice has been such a wide choice; that is, price supports 
would go quite low, if farmers did not vote the referendums. So 
farmers have reacted, as you would expect them to react, and they 
have voted in the higher support programs, as the other was not a 
very realistic alternate choice. 

The CuarrmMan. Well, the tobacco grower is a very exceptional case. 
He has practically only 3 or 4 purchasers for his product, and he is 
dependent on them. 

Mr. Morse. There is a more restricted market for tobacco; yes, sir. 

The CuHairMan. How long can you keep tobacco without impair- 
ment? 

Mr. Morsz. I am not a tobacco expert, but the aging process, as 
you know, is such that the stocks that are considered desirable run 
beyond the year’s supply. Tobacco can be stored for some time. 

The CuarrMan. Do you say that, in the case of corn, the statute 
has given you authority to make acreage allotments without the 
consent of those engaged in the industry? 
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Mr. Morss. We have only acreage allotments for corn. You im- 
pose the marketing quotas where you have had favored referendums. 
Under the acreage-allotment program for corn, the farmer in the 
commercial area either complies with the acreage allotment, if he 
wants the price support, or if he plans to feed, or is willing to forego 
the price support, he need not comply. So he makes his own choice. 
Some say he votes with his corn planter. 

As a result, during the last year—and this is rather typical, there 
was only about half of the corn produced under acreage allotments. 
Most farmers preferred to disregard the acreage allotments and forego 
price supports. They feed most of their corn, and that which they 
didn’t feed, they are willing to take the market price without price 
support rather than comply with acreage allotments. 

The CuarrmMan. The statute gives him the absolute right for price 
supports if he conforms to the acreage allotments. 

Mr. Morse. Yes, sir. 

The CuatrMAN. There is no referendum in that case. Is that the 
only one in which there is no referendum? 

Mr. Morse. The only basic crop; yes, sir. 

In the other instances there is provision, when supplies reach a 
certain level, to impose marketing quotas. This is to further enable 
cutting back on production to get supplies in line with demand under 
the price-support program. 

On the other five basic crops, then, the law requires, when there are 
certain levels of supplies, that there shall be referendums held to 
determine whether there shall be marketing quotas in addition to 
acreage allotments. 

The CHarrMan. The corn farmer notifies the Commodity Credit 
Corporation that he is going to comply with the acreage allotment, 
and that he wants the price support. Is that the way that is done? 

Mr. Morse. Yes, sir. 

The CHarrmMan. How do you operate your loan and purchase 
agreements? 

In tobacco, I believe you operate through 

Mr. Morse. The handling of tobacco which does not sell above 
the established prices, or the loan levels, moves into cooperative- 
marketing associations. 

The CuarrMan. Is that the way it is done on all basic crops? 

Mr. Morse. No, sir; in the case of other crops, they move into 
the hands of the local governmental committees, except for peanuts. 
The commodities are stored. We have eight commodity offices that 
manage the commodities until they can be disposed of. 

The Cuatrman. You furnish the funds for the local cooperatives 
to purchase the loans on the tobacco according to your directions? 

Mr. Morse. Yes, sir; they borrow from the Commodity Credit 
Corporation, the funds they need in the tobacco program. 

The CuatrmMan. How much have you invested in tobacco now? 

Mr. Beacu. As of March 31, the amount of loans on tobacco 
amounted to $547,235,000. 

The CHarrman. How does that compare with the last year—the 
year before? 
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Mr. Morse. On tobacco, the loans on March 31, 1955, amounted to 
$407 million; on March 31, 1954, $274 million; on March 31, 1953, 
$226 million; on March 31, 1952, $200 million; on March 31, 1951, 
$122 million. 

The Cuatrman. How much tobacco goes into export? 

Mr. Morse. That varies by types. 

Mr. Beach will give us the export figures in a moment. 

Mr. Beacu. Out of the crop for 1954, total of 514 million pounds 
were exported. The estimate was 600 million pounds out of the 1955 
crop. That is about a third of the crop, sir. 

The CuarrMan. Is the demand increasing, for our tobacco, in the 
foreign market? 

Mr. Morse. I believe there has been some modest expansion. 
There has been increasing competition by tobacco growing areas 
abroad and some of the principal export types, particularly, are ex- 
panding. We had an expansion of exports in 1955 which was encour- 
aging. There had been some reduction in the preceding years. 

The CHarrMan. Where is most of it exported? 

Mr. Beacu. Most of it is exported to the United Kingdom and 
other European countries. The United Kingdom took 170 million 
pounds out of 514 million pounds in export in 1954. 

Other European countries took 154 million pounds; Germany, 
53 million; Australia and New Zealand, 54 million, and so on. 

The CuarrMaANn. Do you have the figures for Burley? 

Mr. Beacu. Under loan? 

The CHAIRMAN. Yes, sir. 

Mr. Beacna. I do not have the breakdown by types, sir. 

The Cuarrman. You haven’t the breakdown of the exportation by 
types? 

Mr. Beacn. I don’t have it here, no, sir. 

The Cuarrman. Would you furnish that? 

Mr. Breacu. We will be glad to. 

(The information follows: ) 


Tobacco loans outstanding as of Mar. 31, 1956 
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The CuatrmMan. Mr. Holland. 

Mr. Hotuanpb. Mr. Morse, you have complete charge of the storage 
of butter and rice and all the other commodities that come into your 
department; have you not? 

Mr. Morssr. Yes, sir. 

Mr. Hotuanp. We have a problem in Pennsylvania that I think 
you are acquainted with. 

Is it possible for you to store some of the foods that we are dis- 
tributing to the distressed areas of Pennsylvania, in Pennsylvania, to 
save us the terriffic price of storage? 

Mr. Morsr. Do you mean the storage costs that accrue to the 
State in connection with the distribution program? 

Mr. Hotianp. And the county. I think you are acquainted with 
Allegheny County. : 

Mr. Morse. Yes, sir. 

Mr. Houuanp. It is a half-million—it was a half-million last year. 

And we found we are doing it against the law. We are not permitted 
to do what we are doing. ‘There is no law that gives the county com- 
missioners the right. 

What is stopping you from having the storage houses in Pennsyl- 
vania locations? You have got to pay the storage bill anyway. Why 
should we have a double cost of storage; the State pay one and the 
Federal Government pay one? Do you understand the problem? 

Mr. Morse. Yes, sir. 

Part of the problem, I suppose, is that when the commodity moves 
out of our control into the control of the State agency that is going to 
handle the distribution—— 

Do you want to comment on this, Mr. Richards? 

Mr. Ricwarps. I think normally when we buy butter and cheese 
we buy it in the warehouse where it is already stored, or in the plant. 

That is, the plant operator himself puts it in storage, and it is usually 
stored near the points of production. When we ship it to the States 
it normally requires further processing. 

The butter is printed or the cheese is processed, and we deliver it 
to them in processed form. There is a complete change in form, and 
I think the way they would have to cut down storage would be not 
to order so much of it, and to order only as they need it. 

Mr. Ho.ianp. You have to order 60 days ahead of time; is that 
right? 

Mr. Ricuarps. I don’t know. 

Mr. Hoiuanp. Why can’t you store the surplus foods in States 
where you have the distrubution of surplus foods, so we don’t have 
to pay for more storage? We are paying a double storage bill. The 
State has to pay a storage bill, and you are paying a storage bill. 
Whenever you give it to us, in the printed form, for distribution——— . 

Mr. Ricuarps. We don’t store it in printed form. i 

Mr. Hotianp. Where do you send it to have it printed? : 

Mr. Ricuarps. We send it from a storage plant, where the butter 
will be stored in bulk, in 60-pound cubes. We send it from storage 
to the printing plant and it moves directly to the States from there. : 
We don’t pay for any storage. 

Mr. McVey. It could be the same plant; couldn’t it? 

Mr. Ricuarps. It might be. More than likely not, though. i 

Mr. Mumma. I can see the point there. The butter is not ready ' 
to give to the consumer, and there is no use shipping it a thousand 
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miles away from the place where it is going to be processed. But in 
the case of some commodities, if they are originally stored some other 
place—and it could be Pennsylvania—that might help. 

Mr. Hotuanp. There are some things you can do. 

Mr. Mumma. How about beans? Could you store 50 carloads of 
beans in Pennsylvania? 

Mr. Morss. It depends upon the storage facilities and the ability 
of warehouse operators, and their knowledge of handling the product. 
Also, we do not always know the destination and the quantities that 
are going to be required of these different commodities in any area. 

Referring to butter, our inventory is down to a very low level. 
In that case just where the butter will be allocated that comes into 
our hands we would not necessarily know too far in advance. 

Mr. Houuanp. Well, you have meat, and you have cheese, and 
you have butter. 

Mr. Morsr. The meat that we have is canned pork primarily. 
Most of that is held for allocation for school lunches. 
limited quantities that are moving into relief sources. 

For other commodities, they vary, of course, depending on the 
quantity we have available or in sight. 

Mr. Houianp. We have a million people in Pennsylvania who are 
getting surplus food. I don’t see why the Federal Government 
insists that we re-store foods that you have alread stored. Your cost 
of storage is going to be the same if it is in Pennsylvania, and as far as 
printing is concerned, the butter could be printed in Pennsylvania, for 
that matter. 

Mr. Morse. That is something that we can investigate. 

Mr. Ricuarps. We have it printed in the line of movement on the 
basis of competitive bids. If some of your people in Pennsylvania 
have the lowest bid, they would get the business. But the butter, 
for example, is stored in these boxes or cubes, and it is stored at 0° 
to 10°, frozen. When it is taken out and printed it has to be tempered, 
and the temperature raised, and it cannot be stored too long after that. 

We can look into it but I do not know what we can do. 

Mr. Hotianp. What you are doing is to drive the States and 
counties to give up the program of giving food to people who need it, 
because the cost of it is placed on the State in most cases, and the 
States do not have it in their budgets. 
counties. 

Mr. Ricuarps. For a number of years we did not even pay for the 
printing. That is, they took it at the warehouses. But the law was 
changed to permit us to pay for the reprocessing and also the trans- 
porting of it to the States. So we are doing better than we did 
several years ago. 

One of the problems that we would run into, I imagine, with a 
million people scattered over Pennsylvania, is that it almost becomes 
a local operation—at least comparable to a wholesale grocery business. 
We are trying to keep out of that. We think the States can hardle 
that much better than we can. 

Mr. Hotuanp. Are you not considering, Mr. Morse, some ways and 
means in which you can do that in the States? As far as the locations 
are concerned, it is in the hard coal and soft coal regions of Pennsyl- 
vania, mostly, where this terrific unemployment exists, and where the 
surplus foods are distributed. Those communities are not in a position 
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to pay these terrible costs of storage, and I still go back to the point, 
why should not the Federal Government maintain Federal storage 
places in those communities? The pounds of food that are being 
distributed now are up in the millions. 

Mr. Morss. Yes. That gets to the problem of what is a reasonable 
sharing of responsibility. The Federal Government has a very heavy 
investment in these foods, which they are making available. So it is 
a very major contribution on the part of the Federal Government. 

Mr. Houuanp. Of course, in Pennsylvania we pay considerable of 
the Federal Government’s expenses, if you look at the ratio of income 
that comes from the State of Pennsylvania. And I do not think it is 
fair to us to go back and pay again, for getting rid of this food, which 
is in storage. 

Mr. Morss. We need to emphasize what Mr. Richards has already 
said, namely, that in the handling of these foods, processing, packing, 
and similar operations, we try to get competitive bids. We move ina 
way to minimize the costs, and when we have processing to be done, 
packaging to be done, we call for bids. If there are plants that have 
the processing facilities that could first of all store the products they 
can be used. Deep-freeze temperatures are required to handle some 
items in bulk. Plants must then be in a position to offer the most 
economical, lowest bids for processing. 

We would want to avoid proceeding in a way that would increase 
our costs further. 

The Cuarrman. The Chair recognizes Mr. Fountain. 

Mr. Fountain. Mr. Morse, someone made the suggestion earlier 
that there ought to be a limitation on the amount of any loan to any 
one farmer, and you commented that the Department had not made 
a specific recommendation but that it had asked the Congress to give 
serious consideration to that proposal. 

That proposal is not contained in the present farm bill which is 
now in the Senate, is it? 

Mr. Morssz. That is right. 

Mr. Fountatn. Now, let me ask you this question: If we were to 
lend any one farmer, let us say, for example, a loan of $25,000, if that 
farmer should have 100 tenants on his farm, that would be a limitation 
upon not only the farmer, but it would also be a limitation upon those 
100 tenants, would it not? 

Mr. Morse. No; the tenant can get the benefit of the price support. 
It would depend upon the landlord-tenant relationship, but im the 
administration of these programs, we try in every practical way to 
protect the interests of the tenant. In a great many instances the 
tenant would still be able to get the benefit of the program. 

Mr. Fountain. Well, now, let us say, in those instances where the 
landlord and the tenant operate on halves, the landlord furnishes the 
land and part of the fertilizer and the tenant furnishes labor and part 
of the fertilizer. If a limitation is placed upon the landowner, the 
landlord, so to speak, would that limitation, in one of those situations, 
likewise be upon the tenants upon his farm? Or would the tenant on 
the farm be treated as an individual farmer and not within that 
limitation? 

Mr. Morsz. I believe the latter would be the case. 

Mr. Ricuarps. It might depend on the way the law was worded, 
Mr. Fountain, but I think if the law was worded as to limitation on 
loans to any one “person” and if the tenant has title to the crops, he 
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would not be limited. I do not think it would necessarily follow that 
if the landlord, say, having a hundred farms, and having loans going 
way over $25,000, becomes ineligible, his tenants would also be 
ineligible. I think it would be the reverse, and the tenants would be 
eligible. 

Mr. Fountain. In other words, it is not the intention of the Depart- 
ment in suggesting that consideration be given to this proposal, that 
the tenants on the farm, who have an interest below whatever the 
limitation might be, be restricted by that limitation. 

Mr. Morse. No; we would want certainly to urge that farm 
families, including tenant families, be protected, as families. 

Mr. Fountain. Well, where they have an agreement pursuant to 
which the tenant and the landlord get a half after the expenditures are 
paid, how would you handle that situation and limit the landlord, 
whose loan might exceed $25,000, and at the same time not limit the 
tenants, who own a pertion of those crops? 

Mr. Morss. It would involve some administrative problems. We 
would feel, however, that limitations on size of loans could be handled. 

Mr. Mutter. Would you yield, Mr. Fountain? 

Mr. Fountarn. Yes. 

Mr. Mutter. In those cases does the tenant and the landlord divide 
the proceeds of the crop or the crop? 

Mr. Fountain. They divide the proceeds, asarule. Except where 
the corn is in the field, the tenant will take his share and the landlord 
will take his. 

Mr. Morss. May I supplement that. Throughout the Corn Belt, 
you would normally find farmers actually dividing the corn. The 
landlord’s part would go in one crib, and the tenant’s in another, or 
part of it might go direct to market. So that there would be a 
physical division. 

Mr. Fountain. Of course, where the landlord makes advances to 
the tenant, the landlord has a lien or mortgage on the crops. 

Mr. Mutter. J think if we decide to put a limitation on the loan 
we could work out administratively the matter of making sure that 
both landlord and tenant were protected so that each could get the 
maximum loan. 

Mr. Fountain. Do you think such limitation might have a tendency 
to encourage a landlord to retain a Jot of tenants he does not need in 
view of the limitation, or do you think it might encourage the landlord 
to get rid of some of those tenants? 

Mr. Morss. It would depend upon the way the law was written. 
It would not necessarily need to have that effect. 

Mr. Fountain. At any rate the Department has not suggested the 
language of such a proposal? 

Mr. Morss. No, sir. 

Mr. Fountain. Now, some figures were given just a few moments 
ago indicating the tota] investment which our Government has in these 
commodities. Was that the total investment in all commodities, or 
basic commodities? 

Mr. Beacu. The total of $8.7 billion was the total for all com- 
modities, including both loans and inventory. 

Mr. Fountain. And corn, as I understand, was about 1 billion——— 

Mr. Beaca. $1,910 million. 

Mr. Fountain. What was the next item which you read? 
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Mr. Beacu. Cotton was $2,275,499,000; wheat was $2,820,523 000; 
and I think I read the grand total, which was $8,721,498,000. 

Mr. Fountain. Are they the only commodities we have invested 
in? 

Mr. Beacu. No; those are the largest ones. We have a complete 
list of them here which could be inserted in the record, if you like. 

Mr. Fountain. Of course, we own that. Or at least we have the 
commodities as security for the loans. 

Mr. Beacu. We either own it or have the commodity pledged in 
security for a loan; ves, sir. 

Mr. Fountain. And those commodities are not considered as lost? 

Mr. Beacu. No, sir; only that portion of them that is estimated 
not to be realizable. 

Mr. Fountartn. What was indicated by some other member of the 
committee a few moments ago, I too have heard a number of Members 
of Congress give figures in determining whether we had lost on these 
commodities or whether we had made a profit, and in a number of 
instances I heave heard Members of Congress say “these are the official 
figures of the Department of Agriculture.”’ 

Now, of course, I am in a state of indecision, and I do not know that 
anyone can answer the question today in such way that I would be 
satisfied, as to whether we have had a loss or profit on one or more com- 
modities, but I would like to ask this: What criteria is used, what is 
your formula, what items are used in determining whether or not there 
has been a profit or loss? 

Mr. Beacn. There are two concepts to bear in mind, sir. The 
first is this: That the Commodity Credit Corporation losses represent 
a part of a total group of costs or losses that relate to the stabilization 
of farm prices and income. That causes some difference of opinion 
among various folks in quoting the figures. One will quote the total, 
including CCC as one of the items, another will quote only the CCC 
figure. 

Now, with respect to the Commodity Credit Corporation realized 
loss, the criteria is simply a matter of accounting. The books of the 
Corporation are kept in the same fashion as a commercial corporation’s 
books are kept. If a commodity is sold, and less is realized on that 
sale than the corporation had invested in the commodity, including its 
initial cost plus carrying charges, transportation and any other cost, 
then there has been a loss. 

If the commodity is donated, it is a 100 percent loss. 

If the commodity is sold for more than the total investment in it, 
a profit is recorded. That is the basis on which the books are kept 
and those records are made as title to the commodity changes. 

With respect to the other programs that are included in the group 
primarily for stabilization of farm prices and income, the loss figures, 
generally, relate to specific provisions of law, such as the National 
Wool Act, International Wheat Agreement—where it is a subsidy pay- 
ment we record the amount of the subsidy as reflecting the cost dona- 
tions under title Il of Public Law 480, the Sugar Act, section 32 
expenditures, cost of acreage allotment programs, and many other 
programs that have been in effect over the years. 

Most generally the amount of the appropriation necessary to bear 
the cost is a reflection of the loss in those cases, whereas in the case of 
the corporation determination of the losses it is on a business-type 
accounting basis. 
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Mr. Fountarn. I understand from what you said that donated 
commodities are considered a loss. 

Mr. Beacu. They are reflected as 100 percent loss of investment; 
yes, sir. 

Mr. Founrarn. In other words, millions upon millions of dollars 
worth of commodities which we donate abroad and which we donate 
within our own country through our various institutions are con- 
sidered a loss. 

Mr. Bracu. Yes, sir. 

Mr. Fountain. And they are chargeable against that particular 
commodity which is donated. 

Mr. Beacu. In the case of the Commodity Credit Corporation, if 
the school lunch program utilizes commodities that the Corporation 
has acquired, then on the books of the Commodity Credit Corporation 
would be reflected a return of funds from the school lunch appropria- 
tion, but the cost of the school lunch program would be the reflection 
of the cost of that particular item. 

In the case of donations to welfare institutions through section 32 
surplus removal outlets, a similar situation might exist. 

Section 32 funds would reimburse the Commodity Credit Corpo- 
ration, but on the books of the United States Government, the cost 
of the section 32 operation would be a reflection of the loss. 

Mr. Founratn. Then the donated commodities are not considered 
a loss until after they are donated. 

Mr. Bracu. That is correct. In the case of the Commodity Credit 
Corporation, if the CCC donates directly, under its own authority, 
section 416, those items are considered as 100-percent loss on the books 
of the Corporation as of the date title changes on those commodities. 

Mr. Founrarn. I think it has been admitted by all of those in 
authority, and representatives affiliated with both political parties, 
that substantial portions of these surplus commodities were built up 
during the Korean war, and since, with the continuation of our pro- 
gram, as a result of the encouragement of our Governinent given our 
farmers to produce and to produce in abundance, isn’( that true? 

Mr. Morse. Farmers were encouraged, of course, to produce to 
help meet the war and postwar demands. Then you would need to 
include as a cause, the continuation of high rigid price support pro- 
grams that were used to stimulate and encourage production. They 
were continued beyond the time of need. It has been a major con- 
tributing factor to the accumulation of the surpluses. 

Mr. Founrarn. The point I am making is, once having been en- 
couraged to produce in compliance with the wishes of our Government, 
no one has expected that that production could be reduced overnight, 
have they, Mr. Morse? 

Mr. Morse. That is right, and that fact has been recognized. 
Likewise, there has been recognition of the fact that we should move 
toward a reduction of surpluses. At first, it is not so much a matter 
of reduction, as a matter of slowing up the rate of accumulations. 
Part of our effort, of course, has been to get exports moving in larger 
quantities. We have been able to increase exports as well as to get 
some adjustment of prices to the point where we would get heavier 
consumption here at home. 

Mr. Fountain. The point I am leading up to is this: While I 
realize that for accounting purposes when something is donated, you 
might have to consider the loss, do you feel that it is fair to the farm 
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program and to the farmers, in our discussion of the losses which our 
Government has sustained, on these commodities, to charge all of 
these losses up to the farm program? 

Mr. Morse. We have felt that it is part of the investment that the 
Government is making in behalf of farmers, and there ought to be an 
accounting to show to what extent these programs are being carried 
out to help stabilize price and income, as well as an accounting of 
other types of programs for the benefit of farmers. 

Mr. Fountain. Do you think it is a program only in the interest 
of the farmers? 

Mr. Morse. None of thee programs in our economy are in the sole 
interest, I take it, of any one group of people. Agriculture is an 
important part of our total economy. It is the reason why we want 
to invest as much as we have recommended for research, conservation, 
and the other farm programs. It is not only in the interests of farmers 
but in the interests of all our people. 

Mr. Fountatn. Mr. Morse, I notice 

Mr. Mutrer. Mr. Fountain, before you leave that subject, will 
you yield? 

Mr. Fountarn. I yield. 

Mr. Mutter. If the United States had given $496 million to the 
foreign countries instead of the crops we had stored aggregating $496 
million, would you say that money should be charged to the farmer? 

Mr. Morsr. If that was a program initiated primarily as part of 
our foreign aid program, I assume that it would be so charged. 

Mr. Mutter. These people needed grain and foodstuffs, and instead 
of giving them $496 million with which to buy it wherever they could 
get it on the world market, we gave them the equivalent in farm crops, 
Why should that be charged to the farmer? 

Mr. Morse. Part of the commodities that have moved abroad 
have moved under the ICA program. Part of the allocation of funds 
for farm products, by Congress, was to the ICA program. Where 
we have moved commodities under those programs, we are reimbursed 
from ICA. 

Mr. Mutter. As a matter of fact, when your capital is depleted to 
the extent of whatever you give away, in accordance with law, or 
sell it less than cost, you go before the Appropriations Committee 
and make out a case and they restore that money to you, isn’t that so? 

Mr. Morse. That is according to law. 

Mr. Moutrer. Yes, sir. Then I think it must almost be axiomatic 
that you can’t charge these programs, by which we give foodstuffs, 
grains and crops, to foreign countries, to the farmer. 

I think Mr. Fountain’s point is very well taken. It should not be 
charged to the farmer. You have got to reflect it in your bookkeep- 
ing, but I think it should always be made very plain that this is not 
chargeable to the farmer. This is United States taxpayers’ money 
being used to help these people in foreign countries, and whether we 
give it to them in cash or crops, it is not chargeable to the farmer. 

Mr. Morss. Mr. Congressman, we are faced with the realistic fact 
that we have this accumulation of farm products, and it becomes a 
matter of how best to proceed in the light, to realize on these products. 

You could hold them in storage, rather indefinitely, and take the 


loss in accumulated storage and other costs to some future indefinite 
date. 
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Another means which applies especially to perishable commodi- 
ties—we have felt it desirable—and apparently Congress has shared 
that feeling—is to move the commodities to people who are in need, 
both at home and abroad. 

In that way you stop the storage costs, and the other costs from 
accumulating. In proceeding that way, you are disposing of surplus 
products and are trying to get as part of the return, good will abroad, 
and to help people who need food. Such procedure does not neces- 
sarily mean that if we did not have these surpluses, that Congress 
would appropriate the funds and buy farm commodities and give 
them away. 

Mr. Motrter. It wouldn’t be very smart for us to keep these prod- 
ucts indefinitely, when it is costing us each year, 10% percent of the 
cost to keep them. 

Mr. Morss. That is why we have felt that in many instances the 
lesser loss would be taken by getting the products into use to reduce 
the costs of storage and the other costs of holding them. 

The CuarrMan. There is an amendment in this bill. I would like 
to know what you think the grain to beguile the ducks away from the 
farmers’ stocks will cost. 

Mr. Morse. That did not originate with us, Mr. Chairman, and 
we do not have an estimate on it. It would be a Department of 
Interior responsibility, and we would not be in a position to comment 
on the probable costs. 

The CuarnMan. You wouldn’t sustain any loss because they would 
compensate you for whatever the loss is. 

Mr. Morse. Yes, sir, we would be compensated eventually by 
appropriation. 

The CuHarrMan. But that grain would be largely grain that has 
deteriorated, isn’t it? 

Mr. Morse. Where available, we would expect and hope to use 
that type of grain. I don’t believe the language of the bill restricts 
this authority to deteriorating grain. I am told that the language in 
the bill does not restrict it to deteriorating grain or grain threatened 
with deterioration. 

Under those circumstances, we might not have grain available at 
the time desired that was in such condition. 

There has been reference made to grain out of condition and grain 
on which there has been some spoilage. The percentage that goes out 
of condition is quite modest, in relation to the large quantities that we 
handle. It is the exception rather than the rule for us to have out-of- 
condition grain. 

The CHarrMan. Out-of-condition grain would serve the purpose as 
well as first-class grain, I would imagine. 

Mr. Morss. We would think so, as long as it was in shape to be 
effectively handled. 

Mr. Fountain. Mr. Morse, I believe you are reported to have said 
sometime prior to the 1954 elections that this continual storing of 
surplus commodities amounted to multitudinous stupidity. I wonder 
if you will explain what you had in mind. 

Mr. Morss. I am very happy to. I did not make such statement. 

Mr. Fountain. You did not make such a statement? 
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Mr. Morse. I did not make such a statement. It was carried 
recently again in the U. 5. News & World Report. But I did 
not make the reported statement. I think that you should know the 
circumstances under which the statement was made—— 

Mr. Fountain. That is the reason I asked you. 

Mr. Morse. In the spring of 1953, with mounting supplies of farm 
products, we called a meeting of the agricultural agencies in Des 
Moines, Iowa, in May. It was well over a year ahead of the elec- 
tion, by the way. 

The primary purpose of that meeting was that we realized we 
needed more storage. We wanted to get the county agents and the 
entire extension service, and the other agricultural agencies including 
the local committees, to make quite an all-out effort to get farmers 
to build storage on their farms where they needed storage. Farmers 
have been able to pay for storage, in many cases, in a short time, 2 
or 3 years. So it was good business practice for farmers to build or 
buy more storage. 

That was the purpose of the meeting. 

The next day, following the Des Moines meeting, we had a meeting 
scheduled, I believe, in Omaha, where we were meeting with ware- 
housemen and elevator people, to urge them to expand their storage 
facilities to try to help meet the storage need. 

It happens that there were two stenographers taking down my 
remarks which were made toward the close of the meeting in Des 
Moines. What I said was that I feared if the Government had to 
build more storage, that I would look upon it as a failure of free 
enterprise; that in the first place we needed storage expansion on 
farms. Of course farmers, as you know, are a part of our free-enter- 
prise system. Under the charter of the Commodity Credit Corpora- 
tion, we are supposed to use commercial channels of trade and com- 
mercial facilities where practicable. We hoped that the trade would, 
along with farmers, take care of the needed storage. 

The transcript does not show that I used the word “stupid.’”’ In 
fact, I believe that the people who know me, know that word is not a 
part of my usual vocabulary. 

Mr. Fountain. That prompts me to ask you another question, and 
to get your opinion about it. 

The Scripps Howard newspapers requested Mr. Bernard Baruch 
some time back to outline his views of the farm program, which was 
then before Congress—I am not sure whether it is the same program 
now or not; it constitutes a portion of the present program, I know- 
and he wrote an article and a copy of it appeared in Washington 
Daily News on Wednesday, January 18 of this year. I won’t read it 
all, but he starts off by saying: 

In the determined attack which Congress is making on the farm problem, we 
should not overlook the fact that the surpluses which are considered a liability 
san be made into an asset. 

Then in the next 2 or 3 paragraphs he expresses the opinion about 
the soil bank, and says, he thinks it is a good idea, and he happens 
to favor the flexible price-support program, and then he says this: 

Now, all of these proposals are fine as far as they go, but they do not remove 
the depressing effect of surpluses on farm prices. These surpluses can be made 
a savings deposit against future emergencies. Treat them in such a manner 
that their effects are beneficial to the Nation. The Government is stockpiling 
tin, lead, zinc, rubber, aluminum, and other materials because it may need them 
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in the future. Why not establish out of these surpluses a needed reserve of foods 
and fibers against the emergencies of war, drought or famine? Such an approach 
would eliminate the pressure of surpluses on prices, and with supply and demand 
in relative balance, prices would respond normally. Farmers and _ processors 
would learn to do without the crutch of the Government support. What, for 
example, would be the effect on processors who now buy from hand to mouth, 
knowing that the Government is in a sense carrying their inventories in the 
surplus? To segregate and maintain surpluses as an emergency reserve, it would 
be necessary to build some new and modernize some old warehouse facilities. 
The Government is now spending about a million dollars a day—I believe someone 
said a few moments ago $800,000—to store the surpluses not counting the loss 
incurred from spoilage, by creating a modern scientific storage system. 
tenance costs would be cut drastically and spoilage eliminated. 

If King Tut could remain alive for 2,000 years, certainly we can employ modern 
technology to achieve results only a fraction as impressive. Warehousing and 
processing interests may protest, of course, that the Government be invading 
private enterprise if it undertook to build storage facilities. I am not an advocate 
of Government in business, but the Government’s responsibility in this matter 
is not to individual groups, but to the Nation asa whole. There is a great vested 
interest in this country which should not continue to gain special advantage from 
the Government’s oversights from the aftermaths of war. I believe that a farm 
program which brings current supply and demand into alinements, which helps 
small farmers and removes existing surpluses from the markets and conserves 
them against future needs, will in the end restore the health of agriculture and 
protect the future of the Nation. 


The main- 


The question is, What are your comments upon Mr. Baruch’s 
opinion? 

Mr. Morse. We would heartily agree that we must remove sur- 
pluses in a way so that they do not depress and hang over the markets 
of farmers. Within the last 2 or 3 months this question has been 
raised in both the Senate Agriculture Committee and the House 
Agriculture Committee, and before at least two other committees 
inquiring into defense and civil defense. In each instance I have 
dealt with the questions. 

As far as strategic stockpiling is concerned, that is a responsibility 
which is carried by the Office of Defense Mobilization. It is their 
appraisal and determination of the need for such—and we work under 
their guidance in connection with barter for strategic materials. As 
questions come up, in regard to items in agriculture which may 
develop into critical short supply we advise with ODM. 

A part of the answer in agriculture—there are many ramifications 
to it—is that in the event of an emergency such as was visualized in 
the 1955 alert, many people would be destroyed, which would mean 
lessening of the need for food supplies in the event of such a surprise 
attack. In addition we have limited knowledge as yet of fallout, 
and the range of area over which it might spread. To what extent 
would grains be effected, for example? What would be necessary to 
protect food items in storage from fallout? 

The best answer we have in agriculture so far is that, given trans- 
portation, in the event of an emergency, we could move supplies out 
of the production areas that are located away from the target areas, 
into the points of need. That could be done without too much delay. 

We are fortunate in that we have record high livestock numbers, 
including poultry, hogs, cattle. That in itself is a major reserve. 
In the event of an emergency we can consume some of this livestock 
and shift, as needed, to more of a cereal diet. Furthermore, our 
conservation efforts, and the soil bank, will work definitely in the 
direction of providing a reserve for use in an emergency, to the extent 
that we build up the productive capacity of our soils. 
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Another point that bears on this problem is our spread of climate 
and growing season in this country. We are producing crops the year 
round in the United States. In the event of an emergency, and a 
threatened shortage of any particular item, we could, any month in 
the year, get more production on the way. 

Until the surpluses we have on hand are reduced to a point where 
we have only normal carryovers, we have felt that we were in a pretty 
good position, from the standpoint of meeting emergency food needs. 

Mr. Fountarn. Then you would not agree with this suggestion of 
the Government building modern warehouses to store its own 
commodities? 

Mr. Morse. No, sir, but we have certainly an open mind on that 
point. As we gain more knowledge of fallout and methods of storing 
supplies, and the need in certain critical areas, perhaps there should 
be some consideration given to experimental storage. 

We have a definite policy in the Commodity Credit Corporation, 
which was adopted some time ago, to the effect that where we can 
store present stocks, in positions where they would be available in the 
event of surprise attack, without undue extra cost, we would do so in 
the interest of civil defense and defense. 

We have not gone very far in that direction. We have incurred 
some modest costs. At the same time we serve on the board of the 
Office of Defense Mobilization and the Coordinating Board of Civil 
Defense. We are continuously raising these quesiions and suggest 
that consideration be given to the type questions that you have raised. 

Whether that will lead to some strategic stockpiling at some later 
time, remains to be seen. 

Mr. Founrarn. I yield to Mrs. Griffiths, 

Mrs. Grirriras. Mr. Morse, in the last 12 months, how much of 
this storage surplus has found its way into the market? 

Mr. Morss. I could go back to 1953 and give you the extent to 
which we have been moving surpluses. 

We moved about $500 million worth in 1953. 

Mrs. Grirriras. Under what circumstances? 

Mr. Morss. They were moved through export, barter, donation, 
and sales, both at home and abroad. 

You see, some of the stocks, as they became short in the domestic 
market, are either redeemed by the people who have placed them 
under loan—by the farmers who have placed them under loan—or 
they are purchases out of the Commodity Credit Corporation stocks. 
We put sales for dollars first 

Mrs. Grirrirus. Well, how much of the surplus was disposed of in 
that way, during the last year, where a purchaser with money came 
in and bought? 

Mr. Morss. Mr. Beach can handle the details on the question. 

Mr. Beacu. In the fiscal year 1955—that is the last complete year 
we have here on the fiscal-year basis—the total value of the com- 
modities that were sold was $1,664,738,554. 

The proceeds—actual return was $1,313,194,974. 

Mrs. Grirritus. Thank you. 

Mr. Fountain. Just a few more questions and I am through, 
Mr. Morse. 

I certainly favor, and I am sure most of the members of the com- 
mittee favor, granting Commodity Credit Corporation all the funds 
it needs to support farm prices. However, I believe the Congress 
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has a responsibility to do all it can to insure that this money is spent 
wisely and for proper purposes. 

You are familiar with the information which was developed before 
the Intergovernmental Regulations Committee last year, with respect 
to certain cheese and butter transactions. It was brought out that 
in 1954 the Commodity Credit Corporation paid over $2 million to 
cheese and butter dealers, on so-called purchase-resale transactions. 
These payments were made by the CCC primarily on the strength of 
a Department attorney’s initials on a press release, prior thereto, 
rather than on the strength of the customary written opinion. 

Sometime after that hearing, the Comptroller General, as you 
know, ruled that these payments were unauthorized and improper. 
The Department of Justice recently characterized them as ‘‘illegal and 
erroneous” and during the 9 months since the Comptroller General’s 
ruling, the Department of Agriculture has done nothing that I know 
of to recover this money, which rightfully belongs to the taxpayers of 
America. 

It did disagree with the opinion of the Comptroller General, and 
they finally referred the matter to the Attorney General for such 
action, if any, as the Attorney General felt was necessary. 

Now, I would like to ask this question: What steps if any, is the 
Department of Agriculture taking to help insure the recovery of this 
money? 

Mr. Morssg. Mr. Congressman, we believe we have in our attorneys, 
in the Department of Agriculture, the most capable legal talent in the 
country as far as agricultural law is concerned. They know the law 
under which the Commodity Credit Corporation operates. Under the 
firm opinion of our General Counsel and his legal staff, we moved 
forward with this transaction, and our attorneys have reexamined our 
authority, in the light of the investigations of your committee, and in 
the light of the Comptroller General’s opinion. They have not changed 
their legal opinion about the authority. We were certainly pleased 
that you and your committee recognized that our action was not a 
matter of motive on our part in the administration of the program, 
but that you consider it a mistaken knowledge of legal authority. 

When the opinion came from the Comptroller General, as you know, 
the matter was referred to the Attorney General. Further the At- 
torney General is now proceeding to get a determination in court to 
see what is legal. I suppose the allegation to which you refer there, 
on the part of the Attorney General, is probably—well, I should not 
suggest where it is from because I have not seen that language, but in 
connection with the suits that have been instituted, there would, of 
course, be a complaint filed, and I was just wondering if it was out of 
those complaints, that the language comes. 

Mr. Fountain. No, Mr. Morse, my information comes from a 
personal conference, which I had, with the Attorney General myself. 

Mr. Morssz. Well, I have no personal knowledge of what was said 
in conference. 

Mr. Founrarn. And on the day when I met with the Attorney 
General, while we were meeting, a press release came out of the 
Department of Agriculture indicating that the Attorney General was 
contemplating making demands upon some of the companies and 
instituting suits upon them if those demands were not complied with, 
for the purpose of testing the law, and seeing whether or not these 
payments were unauthorized and illegal. 
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I was a little bit surprised at that release for the reason that by 
specific questions to the Attorney General, in person, the Attorney 
General told me that he concurred with the opinion of the Comptroller 
General, that these payments were unauthorized, and of course, in the 
complaint, they have used the term “illegal and erroneous” and of 
eourse the legal definition of “unauthorized” is illegal, and I imagine 
they were treating those words as synonymous. 

I was likewise told in that conference that if they did not feel that 
the Government of the United States was entitled to a refund of these 
payments, they would not institute suit. 

Mr. Morse. As I say, I have no knowledge of the conversation to 
which you refer, We are very glad that the courts will be making a 
determination. As I say, our attorneys are still of the firm opinion 
that the manner in which we proceeded was according to the law. 
{t is longstanding legislation, as I understand it, and when the case is 
tested in court, there will be a determination as between the conflicting 
legal opinions. 

Mr. Fountain. The question I am asking is, notwithstanding the 
opinion of the counsel of your Department, which I assume from an 
effective standpoint would have to be treated as a subordinate opinion 
in comparison with the opinion of the Comptroller General and the 
Attorney General of the United States, what steps if any is the Depart- 
ment of Agriculture taking to help insure recovering this money? 
What assistance is the Department giving to the Attorney General in 
his efforts to bring about recovery? 

Mr. Morse. We have one of the legal staff here, Mr. Cooper, who 
had better speak on that. Under the circumstances, I hesitate to go 
further in discussing the subject. It is in the hands of the Attorney 
General’s Office, and I hesitate to get into a discussion of it because 
it has become a legal matter being tested in court. 

Mr. Fountain, I do not propose to get into all the factors. I have 
just a couple questions. 

Mr. Cooprr, We have done everything that the Attorney General 
has asked of us, I have personally held a full 1-day conference with 
the attorney in charge of the litigation, informing him on the ways and 
means of the price-support program and its operation. He has also 
called at my office at least twice for detailed papers and further infor- 
mation. He has called at one of our commodity offices, and we have 
made available to him complete records in that office with respect to 
various purchases. 

We are supplying him with all copies, data and information, making 
our complete records and all information in the Department available 
to him. I have read the form of complaint before it was filed, to make 
sure that the factual statements were correct. We are giving all the 
support that he asks us for. 

Mr. Fountain. Then, I understand that certainly pending a 
decision of the court to the contrary, you are relying completely upon 
the opinion of the Comptroller General and the Attorney General 
and you are assisting in every way to prosecute these claims and 
bring about a recovery of the approximately $2 million. 

Mr. Coorrr. We are giving the Attorney General all of the support 
that he asks us for, 
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Mr. Fountain. Well, are you giving him support destined to bring 
about a recovery of this money? 

Mr. Cooper. I should think sc. All the information that we give 
him is factual and true information. Whether it is for the good or for 
the bad, he must have complete information, good or bad, so that he 
knows how to conduct his lawsuit. 

Mr. Fountain. That is true, you can appreciate the reason I am 
asking the question. A lawyer could not do very much with an 
unenthusiastic client and the thing I am trying to get is, are you all 
doing everything you can to assist the Attorney General in prosecuting 
his claim in behalf of the United States Government? 

Mr. Cooper. I think we are doing all that we may properly do. 
I am not trying to suggest his legal procedure in the matter. That is 
for his decision. 

Mr. Fountaw. I understand that, but presently you are relying 
upon these opinions until some other decision is reached. 

Mr Cooper. That is right. 

M. Fountain. And you are giving your cooperation accordingly? 

Mr. Cooper. That is right. 

Mr. Fountain. I want to congratulate you on what you are doing, 
even though I think it could have been done a long time ago. 

One other question, so long as these opinions are law at the present 
time until the court reaches a decision to the contrary, which I do not 
anticipate, what safeguards have been instituted to prevent such 
improper or unnecessary expenditures by the CCC in the future? 

Mr. Morse. Certainly, in connection with such programs, we will 
give due recognition to the questions that have been raised. Part of 
our concern in the Department of Agriculture is the problem that is 
posed. As you know, we have asked if your committee has any sug- 
gestion about how to handle such situations in the interests of farmers, 
in order to avoid, as in this case, a reduction in income that would 
otherwise accrue to the dairy farmers, and to avoid the losses that 
otherwise would have fallen on the Government in the handling of 
these commodities. We would appreciate any suggestion that you 
might have to offer, either individually or out of the committee. 

The operation of these programs, where you have a change in price 
supports, either up or down—becomes quite difficult. If it is found 
that we did not proceed legally in this instance, I think we will all need 
to look at the law and see what we need to do to protect the interests 
of farmers in the event we cannot proceed as we did in this instance. 

Mr. Fountain. In other words, no program similar to the DA 112 
program will be initiated in the future? 

Mr. Morse. We would need to rely on our attorneys, Mr. Congress- 
man, for a decision of that kind, when we face it. 

Mr. Fountain. No further questions. 

Mr. Houuanp. Mr. Chairman, I have to answer questions when I 
go back home about raising this $2 billion, and at the same time raising 
millions of dollars in the State to pay for storage of foods we are giving 
away. That is a very ticklish problem. The newspapers in Pitts- 
burgh do not understand why we should pay double storage and I 
would appreciate it if you could come back again, Mr. Morse. | 
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think Dr. Butz in your Department has had some talks with some of 
the groups up in Pittsburgh, and it is a very moot question, and I 
would appreciate it. 

Mr. Morse. I think we have the essence of your question. Perhaps 
we ought to have a statement prepared which could be incorporated 
into the record, if that is permissible, and then if there are questions 
following that 

(The statement referred to above follows:) 





SroraGEe Costs 1N CONNECTION W1iTH Foops DonatTeEep ror RELIEF PURPOSES 


This is in reference to the recent question of whether the Department could not 
maintain storage stocks of commodities in Pittsburgh that could be used by 
Allegheny County for distribution to needy persons. We wish to point out, to 
begin with, that we do not believe that this question can be discussed with reference 
only to Pittsburgh, or any other single city, or group of cities, in the country. 
Instead, whatever is done in Pittsburgh should be capable of being done for any 
other city that requests it. Also, the fact should be accepted that storage is but 
one of the steps involved in the intrastate distribution of commodities and that 
it is not possible to completely isolate storage from other distribution operations, 
We believe, therefore, that the problem under consideration is not only whether 
the Department should pay storage charges on commodities distributed in 
Pittsburgh, but whether it is prepared to abandon its policy of requiring that 
intrastate distribution of donated commodities, and its attendant costs, be 
assumed by participating States and localities. The Department has held the 
position that intrastate distribution costs are a part of a State’s ‘‘welfare”’ expense 
and are not a proper charge against the agriculture program. Consequently, the 
Department has undertaken only to deliver commodities to designated points 
within the States in carload lots. 

Presently, all States and Territories have distribution systems by which they 
deliver donated commodities. These systems vary from State to State according 
to the conditions that are controlling therein. Under some systems a State may 
rent storage space, while under other systems they utilize, at no expense, State, 
county, or city-owned space, but in any event each State uses the system that 
it considers the best and least costly under its particular circumstances. If the 
Department were to assume the storage charges that are involved in intrastate 
distribution, the systems would have to be standardized somewhat and, in the 
final analysis, the overall expenses would, in our opinion, be greatly increased. 
We believe that many of the States that are now using ‘‘free”’ storage space would 
find it more convenient to have commercial space hired for them by the Depart- 
ment. We further envision the situation where a small town in which there was 
no warehouse would expect the same service as Pittsburgh, in which event we 
would be expected to make deliveries from the nearest warehouse. 

The point has been made that, inasmuch as the Department stores considerable 
quantities of commodities anyway, some of them could be stored in Pittsburgh 
and so be available for distribution there and that this would be no additional 
cost to the Government. 

The fact is that of the commodities packed for distribution to needy people 
only a very small percentage goes into storage. The commodities, as acquired 
by the Department in its price-support programs, are in bulk or in large packages 
and most of them have to be processed before they are suitable for distribution. 
All of these small packages, except a small reserve maintained for emergency 
needs, move direct from the processors to the receiving States. The only com- 
modities that are being distributed to needy persons in the package in which 
they are stored by CCC are beans and rice. Consequently, if the Department 
were to store commodities in Pittsburgh for the use of Allegheny County there 
would be an additional charge of at least a month’s storage and an in-and-out 
handling for all the commodities it is distributing. (Beans and rice are not 
distributed there.) Also under the plan proposed by Allegheny County, with- 
drawals from a warehouse would be piecemeal instead of by carload lots. Most, 
if not all, warehouses would assess an extra charge for withdrawals made in less- 
than-carload lots and there would have to be some special accounting arrangement 
made with the warehouse if it were to be used, in effect, as a distribution depot. 
This would no doubt entail another charge. 
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To sum up the foregoing, we believe we should not accede to the request by 
Allegheny County for the Department to pay for warehousing space that is 
needed in Pittsburgh to maintain an inventory of commodities there. To do so 
would be a reversal of our position that intrastate distribution costs are the 
responsibility of the State or local governments and would set a precedent that 
would, in time, have far-reaching effect. 

We would suggest, however, that Allegheny County could substantially reduce 
their storage costs by reducing the inventory of commodities they maintain from 
a 60- to a 30-day supply. It was the decision of Allegheny County to maintain 
a 60-day stock of commodities in order that it would always have sufficient stocks 
to honor outstanding coupons. While we believe that this position was justified 
during the early days of the present welfare distribution, we do not believe that 
the circumstances that obtained then are still controlling. That is to say, the 
welfare caseload has somewhat stabilized over the past 12 to 18 months, the agen- 
cies involved have more experience in forecasting their needs, and the communica- 
tions and procedures involved in ordering commodities are much improved. 
Consequently, the reasons for emergency requests to arise have been reduced 
and the process of getting these requests filled has been refined. 

We are reasonably certain that we are now able to fill all requests received 
within 30 days, provided the States continue to do as reasonably good a job of 
estimating their future needs. 

We recommend, therefore, that Allegheny County look to the possi‘ility of 
reducing their distribution costs by reducing the amount of commodities upon 
which it is paying storage. 


Mr. Houzanp. And, if I vote for this bill as it is, the papers in 
Pittsburgh will tear me apart. 

Mr. Mutter. I know that both of you gentlemen have referred 
from time to time to figures that were asked for and indicated that you 
were ready to make them available for the record. I know that we 
can now say that they may be incorporated in the record as part of it, 
any figures that you have referred to, or that you have been asked to 
submit. 

Mr. O’Hara. Mr. Morse, isn’t it true that the Nation’s agricultural 
price support program has already been determined by law and what 
we are called upon to do is to supply money so that the Government 
can carry out commitments it has already made to the farmers? 

Mr. Morse. Yes, Mr. O’Hara. That is quite true. 

Mr. O’Hara. Mr. Morse, isn’t it true that the $2 billion provided 
for in this bill will be needed even if the present flexible agricultural 
price support law is retained? 

Mr. Morse. That is correct. 

Mr. Reuss. Mr. Chairman. 

Mr. Mutrer. Mr. Reuss. 

Mr. Reuss. Because of the parliamentary situation I would like 
at this time to offer for insertion in the record at this point a 2-page 
mimeographed statement, prepared by me in explanation of section 2, 
the prevention of waterfowl depredation section. 

Mr. Mutter. The statement will be made a part of the record. 

(The statement is as follows:) 


STATEMENT BY CONGRESSMAN HeEnry S. Reuss IN SUPPORT OF SECTION 2 OF 


H. R. 11132, To Make Surpius Grain AvaILABLE To FEED MIGRATORY 
WATERFOWL 


Section 2 of H. R. 11132 authorizes the Secretary of the Interior to requisition 
from the Commodity Credit Corporation such wheat, corn. or other grain as the 
CCC certifies to be available due to spoilage or deterioration, for the purpose of 
feeding migratory ducks and geese and thus luring them away from farmers’ 
fields where they are causing crop damage. The Secretary of the Interior may 
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feed the migratory waterfowl directly, or through Federal, State, local, or private 
persons or organizations. Feeding must be so accomplished as not to expose 
the migratory waterfowl to shooting. 

The wording of section 2 incorporates changes suggested by the Department 
of Agriculture and the Department of the Interior. The Bureau of the Budget 
has advised that it does not object to submission of the Departments’ favorable 
report. 

As the Department of Agriculture says in its letter of May 9, 1956: 

“In view of the tremendous stocks of wheat under Government ownership and 
the present likelihood that a substantial portion of these stocks will be continued 
in storage for an indefinite period of years, any appropriate program for the 
immediate reduction of such stocks, which will not supplant usage of wheat from 
other sources, is desirable if a useful purpose is accomplished. To the extent 
that wheat might be requisitioned under this proposed legislation, CCC would 
experience a saving on continued storage charges which would probably not be 
otherwise recoverable.”’ 

As a result of the wheat price support program for the last 5 years the CCC 
now has in storage considerably more than 1 billion bushels of wheat, or enough 
to take care of the entire domestic needs for wheat for more than 65 weeks. 
Much of this wheat has so deteriorated that it is no longer desirable for human 
consumption. In the first 6 months of 1955, the CCC disposed of more than 
4 million bushels of wheat from its warehouses that had either spoiled or was 
in danger of spoilage. Out-of-condition wheat is extremely attractive for ducks, 
and effective to lure them away from depredations on farmers’ crops. 

A large migratory waterfowl population has created a special problem of crop 
depredation in various areas of the country. Drainage of extensive marsh areas 
followed by intensive agricultural use of such areas continues to force these 
migratory waterfowl into severe competition with agriculture in many regions. 
This conflict between farmers and waterfowl is particularly acute in their wintering 
areas, such as California. The moderate climate of these latitudes in addition 
to being attractive to the birds, permits extensive cropping of the land. At the 
terminus of their southward flights, the major portions of a flyway population, 
numbering millions of birds, frequently are confined to relatively small areas for 
periods extending from 5 to 7 months. 

In addition to the specific provision of section 2 which confines the use of 
grain to circumstances which will ‘‘not expose such migratory waterfowl to 
shooting over areas to which the waterfowl have been lured by such feeding 
program,” Assistant Secretary of the Interior Wesley D’Ewart in his letter on 
this subject of March 9, 1956, states: 

“The feeding of depredating waterfowl with grain to be made available to 
this Department from stocks acquired through price support operations would be 
conducted carefully under regulations prescribed by this Department. Any 
feeding program authorized by this Department during the hunting season 
would, of course, be so managed as not to allow the shooting of waterfowl attracted 
by such feeding.”’ 

The amount of deteriorated wheat now held by the CCC is vastly in excess of 
what will be required for any feeding program pursuant to this legislation. It is 
estimated that the CCC now holds at least 500,000 bushels of wheat alone which 
has either deteriorated or is in imminent danger of deterioration. This includes 
‘sick’? wheat, and wheat containing weevils or rat pellets. 

Enactment of this legislation will save the rice, grain and vegetable farmers 
from migratory ducks and geese. At the same time, it will remove any excuse 
for permitting ducks and geese to be shot at from bailed blinds, under the guise 
of saving the farmers from crop depredations. It will provide a useful outlet, at 
no cost to the taxpayers, for CCC’s grain which would otherwise go to waste. 
Indeed, removal of CCC grain from storage will save storage charges. 

The conservation commissions of the various States have been notified of the 
pendency of this legislation and asked for their comments. Comments on the 
legislation have been received from the Vermont Fish and Game Service; Wiscon- 
sin Conservation Department; Wyoming Game and Fish Commission; North 
Dakota Game and Fish Department; Commonwealth of Virginia Commission of 
Game and Inland Fisheries; Oklahoma Game and Fish Department; Florida 
Game and Fresh Water Fish Commission; Tennessee Game and Fish Commis- 
sion; New Mexico Department of Game and Fish; Utah Department of Fish and 
Game; Ohio Department of Natural Resources; South Carolina Wildlife Resources 
Department; Michigan Department of Conservation; Connecticut State Board of 
Fisheries and Game; Missouri Conservation Commission; New Hampshire Fish 





nad 





spn Ra EE Biche Re 


et 


a ae 


ere en 


%& 


A 








SS Bi dt 


ee 





guess kaka edn 


mC ee ee ee 


scitcall ise ARI Ta Alas E 


INCREASE BORROWING POWER OF CCC 67 


and Game Department; Arizona Game and Fish Department; New York Con- 
servation Department; Alabama Department of Conservation; Pennsylvania 
Game Commission; Delaware Board of Game and Fish Commissioners; Georgia 
Inland Fisheries and Game Department; Iowa State Conservation Commission; 
Nevada Fish and Game Commission; Washington Department of Game; Indiana 
Department of Conservation; Maryland Game and Inland Fish Commission; 
New Jersey Department of Conservation; Massachusetts Department of Natural] 
Resources. Many of these letters contain constructive suggestions for the carry- 
ing out of the feeding program by the Department of the Interior, and will be 
available for the Department’s scrutiny. 


Mr. Mutter. Mr. Secretary, I have several questions I would like 
to ask you. Answers to them will require going back into your records 
for several years; so I am going to ask you if I may give you a written 
list of these questions and ask that you furnish answers to them for 
inclusion in the record of the hearings. 

Mr. Morsr. I will be happy to do that. 

(The questions submitted by Mr. Multer are as follows:) 


(1) What was the total amount appropriated to the Commodity Credit Corpora- 
tion for reimbursement of costs and losses, indicating each separately, for each of 
the years 1952, 1958, 1954, and 1955. 

(2) What was the total amount expended by CCC for building of storage facili- 
ties, purchase of storage facilities, and rental of storage facilities, setting forth the 
items separately, during each of the years 1952, 1953, 1954 and 1955. 

(3) Since December 31, 1952, have there been any disputes or litigation involv- 
ing the building or purchase of storage facilities, and, if so, set forth all the particu- 
lars with re*erence thereto. 

(4) Set forth the interest rate and the total amount of interest paid during each 
of the years 1952 to 1956 inclusive, stating it separately for each year, to private 
lending agencies in connection with the issuance of certificates of interest by CCC. 

(5) Set forth for each of the years 1952 to 1956 inclusive the aggregate principal 
amount represented by certificates of interest of CCC, setting forth the amounts 
separately for each year and for each commodity. 

(6) Set forth a statement of the aggregate amount of each of the commodities 
sold by CCC during 1955 and 1956. 

(7) During the course of your testimony you referred to the fact that CCC 
had sold oil. 

(a) How was this oil acquired? 

(b) Set forth a statement for each of the years 1952 to 1956 inclusive showing 
the different kinds of oil purchased, and as to each of them the amounts paid 
each year therefor, the cost of the storage thereof, if any, and the sums realized 
each year on the resale thereof. 


Hon. ABRAHAM J. MULTER, 
House of Representatives. 
Drar CONGRESSMAN MULTER: This is response to your series of questions 
relating to operations of the Commodity Credit Corporation. The attached 


series of schedules, Nos. 1 through 7, correspond to the numbered questions in 
your letter. 
If additional information is needed we shall be happy to furnish it, 
Sincerely yours, 


Troup D. Morse. 
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CommopitTy CREDIT CORPORATION 


ScuHEDULE 1.—Appropriations and note cancellations to reimburse CCC for costs and 
lusses incurred for fiscal years 1952, 1958, 1954 and 1955 operations 





Item 1952 1953 1954 1955 





Restoration of capital papateenent (appraisal 


ED gh! dich panacea akeunedet aka e toa $96, 205, 161 | $550, 151,848 | |! $1, 634, 659 $929, 287, 178 
International Wheat ‘Agreement_- 171, 740, 395 129, 553, 795 57, 378, 551 101, 130, 155 
Emergency famine relief to friendly peoples. - EA, Serene 9, 545, 830 88, 628, 927 
Transfer of wheat to Pakistan. eye Sees otha 8 Ea eee 
Sale of surplus agricultural commodities for for- 

eign currencies SiS Wc O087l. Bite Re eae 2 67, 477, 228 





Transfer of hay and pasture seed to Federal 

















land—ad ministering agencies . WA d Rate ake" Oe): CASES Pa Ses Ae 184, 678 
Emergency feed assistance in disaster areas. a ee: Pa Sa eee Oh. 00, GP 1...--5.,-— 155 
Advances for grading and classing activities | 

(Agricultural Marketing Services) ---- | 768, 505 bY ee eee 367, 740 
Advances for animal disease eradication (Agri- ' 

cultural Research Service): | 

Foot-and-mouth disease-__-_.......----.-.--- 7, 057, 575 2, 064, 060 5, 788, 897 1, 269, 330 
Brucellosis eradication ---.-.......-- eee Sede cp Pde er Jie : 11, 791, 624 
Neti Set Sta Re le Sa a a 275, 771, 636 | 682, a1, 308 | 185, 833, 768 | 1, 200, 136, 860 








1 Represents unrestored portion of the realized loss for fiscal year 1954. The act of March 20, 1954, changed 
the method of restoring the capital impairment to a realized loss basis. The prior year restoration ($550,- 
151,848) included $545,534,182 of estimated 1954 losses. 

2 Partial recovery of 1955 costs. 





ScHEDULE 2.—Acquisition and rental of storage facilities 


The total amount expended for purchase and erection of storage facilities and 
related equipment was as follows: 


en Sar ous eit ee a be te abe $705, 900 
Wane ue Ree. 5 6 os ow Pate Se oes an eb ie SL 842, 400 
Wien WOON S008... on, Jans wea CweRCUUNboobee ss Jel cea as 42, 908, 600 
enn OP AGOS ie oso os SSG Sees ch Ri eseeeal 27, 136, 100 

meets SU ek ee ee we Sc ok eee 71, 593, 000 


. oe amounts do not include the costs of operating and maintaining the 
acilities. 

In the fiscal year 1953, CCC began the current program involving the use of 
reserve fleet ships for the storage of grains, with the Maritime Administration 
acting as custodian. This is not a pure rental arrangement, but any and all 
costs incurred because of CCC’s use of the ships are charged to CCC and capi- 
talized as storage costs against the individual grains. The total costs involved 
from inception of this program in 1953 through December 31, 1955, were approxi- 
mately $15 million. 

Rentals of storage facilities, other than the reserve fleet arrangement, have been 
insignificant. The costs of such rentals are capitalized and cannot be readily 
identified, but it is estimated that these costs were about as follows: 


OE ET EE a een ear ee eee. eer See oe eee $25, 000 
PIO ORF IGG Obits Ghcedeed ankiliwekew-esbended detesamedwetnnen 25, 000 
nN II, So oa eek yeas cee enue sa aeons 30, 000 
EE, < E E e ne e  e en ee emma ey ke rae ee eee 70, 000 
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70 INCREASE BORROWING POWER OF CCC 


SCHEDULE 4,—I ssues of pool certificates of interest and interest paid on pool certificates 


The Corporation issued pool certificates of interest in the fiscal years 1954 and 
1955 only. The various issues were as follows: 






































Interest rat ; 
Date of issue Amount sold percent ay ped 
annum 
DS 1 ov. «Ushio nsae caeidnakGaceeembon leetitalakark 12, 197, 000 246| Aug. 2, 1954 
October 1953__..-....--- TS SS eS: fae 357, 246, 000 2% Do. 
oer cng eiwkwoon 449, 127, 000 244 Do. 
oS | eS ae Se ae eee | 351, 371, 000 248 Do. 
SS nS Re ea: het MES 1, 169, 456, 000 156] Aug. 1, 1955 
| i 
Interest paid on these certificates by fiscal year was as follows: 
nO ae Ce Ch rence tr racaddbeedberessaaerkiske naam ne $14, 785, 400 
IES Ae AS OE Eh A an ee Oe 11, 110, 100 
eee | SEE er eS Sorer ee ee ae ee ee noe 726, 200 
BG OS acienscmthadhib dks athesMenctckcbabhnebsnemsds 26, 621, 700 
SCHEDULE 5 
Issues of pool certificates of interest 
Date of issue Amount sold Collateral commodities 
RE nae a eee eee ae $12, 197,000 | Cotton. 
ee NR ST ec NH eR Deen 357, 246,000 | All commodities except cotton. 
SS ee ee 449, 127,000 | Cotton. 
EES ae EE eee 126, 371,000 | All commodities except cotton, 
__ BRR RRS Sete Re SR Ran Ap: 225, 000, 000 | Cotton. 
RE SSE a ETE 1, 169, 456,000 | All commodities. 
Dollar volume of pool certificates of interest 
Fiscal year 1954: 
Outstanding at beginning of year___._.___....._---------- None 
NO NT he oo a cae ae Mae Nese $1, 169, 941, 000 
Se en ee ee ee eee 391, 791, 000 
ES NE I ee ee ee eee 778, 150, 000 
Fiscal year 1955: 
Outstanding at beginning of year_--.--.-.-.------------ 778, 150, 000 
iit ie! 0S Me Bee endian eadiwereenns 1, 169, 456, 000 
EEE SS RS OR Se eye ee eee ee 1, 409, 596, 000 
een ME OT OF WORE = ooo me oc ko ere ecccwtccccncae 538, 010, 000 
Fiscal year 1956 (through Mar. 31, 1956): 
Outstanding at beginning of year_........_-.----------- 538, 010, 000 
a ee i anemone ie som None 
NS a 538, 010, 000 
[ree Me Meer Bl WOO. oo ees occ o cee ck wee wouecas None 


Pool certificates of interest were issued against a “pool” of collateral com- 
modities having a dollar value in excess of outstanding certificates at all times. 
Outstanding certificates were not secured by a specific commodity, but were 
were secured generally by the total value of the “pooled’’-eommedities. 
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SCHEDULE 6.—Quantities and cost of price support sales, fiscal years 1955 and 1956 





Fiscal year 1955 Fiscal year 1956 


| 
Commodity | Unit of measure 





Sales (quan- 


tities) as of | CSt of sales 


| Sales (quan- 















































| Cost of sales - as of Mar. 31 
| tities) Mar. 31, | — . 
| 1956 1956 
eS Se eae |A ae 
PRICE SUPPORT PROGRAM 
Basic commodities: 
ids 0 AI A | Bushel 1129, 112,041 | $224, 327, 482 |109, 669, 434 | $219, 218, 821 
|. ( eee oF Pound --| 2,203, 350 | . 2 | eae Pet 
Cotton, extra long staple. -.-| | | 2S Ate ve ote 26, 089 | 9, 183, 065 
Cotton, upland...........---|-...- do 140,309 | 22,970,391 | 1,146,954 | 202, 344, 647 
Peanuts, farmers’ stock .____- Pound 23, 560,036 | 3, 022, 659 | 46, 013, 173 | 5, 379, 382 
Peanuts, "TES Bae do 5, 862, 690 LL Pa ee ees el 
Rice, milled......-.......-.- | Hundredweight_| 1,304,647 | 6, 236,024 | 3, 539, 925 | 34,030, 726 
Ce ETE TA do..........} 20,635,239 | 104,321,668 | 5,279, 227 | 27, 070, 170 
. eee NRgRERRanNe | REE 2, 616, 863 | 951, 038 | 72, , 664 
i... 2 ETS See. , a ee 249, 937,775 | 711,412,911 |158, 902,024 | 448, 793, 111 
Wheat flour to. 222-2222 _ lepeapaae: 68, 890,850 | 4, 887, 428 | 55,012,301 | 3, 561, 014 
Total, basic commodities...| ER, Saw ee 1,079, 224, 841 | Petes ehees 949, 615, 600 
Designated nonbasic commodi- | 7 
ties: 
Honey Seat aiee ss ces So oe | ee 143, 77 | 5S <r ae ee Feiciaa 
Milk gnd butterfat: 
ae Se er 73, 578,108 | 46,042,816 | 37,683,055 | 23, 693, 032 
ee ae See ees 408 | 11,815,150 | 6, 751, 646 | 5, 969, 445 
SRLS re, ey Ce Ses 28 41,922,251 | 15,949,340 | 29, 148, 826 | 12, 843, 576 
eS Ee ae a 408, 346, 413 69, 440, 226 |142, 624, 619 25, 086, 049 
1 PRM OES do. __......_| 14,710,026 | 933,779 | 55,631, 361 3, 577, 841 
| ee rd ee do..........| 4,903, 798 | 1, 355, 566 | 17, 827,038 4, 548, 164 
. ea Soy: wae (EEE 11, 010,073 9, 648, 174 | 28, 968, 158 | 20, 741, 057 
Total designated nonbasic |-.................|---------- -| 155, 328, 828 oS alelstetht | 96, 459, 164 
commodities. } 
Other nonbasic commodities: | 
(NS aE CS teas ee Bushels______. 33, 569, 837 | 50, 882,710 | 63,681,491 | 94, 877, 706 
Beans, dry, edible___--__---- Hundredweight_| 1,754,496 | 17,050,601 | 1,201,688 | 9, 744, 252 
Cottonseed and products: 
Cotton linters__.........| Pounds.__.-__-- 24, 239, 537 | 829, 281 (327, 472, 902 | 32, 837, 268 
Cottonseed meal. ____...|_._-. - hate ae 726, 334, 172 21, 417, 807 |131, 750, 468 4, 382, 706 
Cottonseed oil: 
2 aE (eee oa. 93, 524,734 | 12,992,091 | 36, 803, 141 5,074, 177 
EO: ae 7 SR eis 678, 735,119 | 127, 468,242 |249, 522,507 | 40, 691, 421 
5h eS Bushels. 13, 482,080 | 55, 935, 496 | 7, 740, 910 27, 422, 940 
Grain sorghum__...____.___- Hundredweight. 19,261,777 | 58, 676, 151 | 35,904,169 | 113, 197,638 
NE a ae | Pounds__ .| 84,476,776 | 14, 756, 963 | 81, 199, 775 13, 502, 997 
Naval stores j 
_ . ee Se Rs i hccts 15, 878, 621 | 1, 175,772 | 55, 230, 140 | 4, 138, 980 
re NS Ss cee 375, 138 | 205,540 | 652,401 | 370, 492 
sot). * eee | ee. ie 34, 595, 442 | 22,652, 808 23, 753, 819 
a a este | es cae ee Sets 9 SO ne Pe 
(ae R ct arte 4, 342, 705 7, 655, 834 7, 353, 618 | 12, 880, 865 
er. Bet... -n2eenens-e | Pe......... 1, 102, 100 i Sea Beta: ae 
} | 
Hay and pasture_______- Bus a 47,850,945 | 20, 641, 287 | 18, 867, 738 14, 490, 949 
Winter cover crop---.--- ie ike cus ®, 629, 07: 1, 442, 270 | 25, 658, 999 | 3, 672, 269 
EELS ae gee 1, 365, 967 3, 181, 029 | 14, 071, 065 34, 949, 236 
| al sain, MPa 2 scat 
Total other nonbasic com- | | 
ES as oe! | le io 435, 987, 415 
Exchange commodities: | 
— and critical mate- | 
a ee eS Fe ea 17,078, 448 }......<....- 28, 254, 280 
_ Se Pa Ee fl iene m 3, 720, 669 |_____- es 1, 091, 503 
Total exchange commodi- 
| Sed Sane Sa 6s pal Paes a 21, 697, 120° 29, 345, 783 
{es SS a 
= rice support pro- } 
~e cen poor nl Ue a) 5 ae BS Scho 56 5 O06)... 1, 511, 407, 962 








1 Acquired by exchange of price support commodities for disposition under Public Law 480, title LJ. 
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Scuepvu.Le 7.—Price-support activity with respect to oils, fiscal years 1952-56 





During the period July 1, 1951—March 31, 1956, price-support activity with 
respect to oils involved cottonseed oil, linseed oil, olive oil and tung oil. In sup- : 
porting prices of cottonseed, CCC purchased direct from oil mills the three major ; 
products consisting of oil, meal and linters under stipulations that the crushers 
pay not less than support levels for cottonseed. 

In some instances, when CCC purchased crude oil which it was unable to sell 
effectively, the crude oil was sold to refiners for processing into refined oil and 
repurchased by the CCC since the keeping qualities of refined oil are greater than 
crude oil. 

As a result of loans and purchase agreements in connection with supporting the 
price of flaxseed, CCC acquired quantities of this commodity. Some of the flax- 
seed thus acquired was sold to crushers under a sale-purchase agreement whereby 
CCC repurchased linseed oil which is capable of being stored for longer periods. 

Tung oil and olive oil prices were supported by loans and purchase agreements 
as a result of which CCC eventually acquired quantities of each through loan 
forfeitures and purchase agreement deliveries. 

In 1951, under authority of Defense Production Act, 300 million pounds of 
linseed oil previously acquired in connection with flaxseed price support opera- 
tions, were reserved for defense needs. These stocks were released when it be- 
eame apparent that linseed oil was no longer in danger of being in short supply. 

The following table summarizes by fiscal year periods the purchases and sales 
of these oils and amounts paid fer storage: 














‘eS TINA th cca UN cette, te 


























Acquisitions Storage Sales 
costs of 
Fiscal year and commodity Unit | commodi- 
ties in ‘ 
Quantity Value inventory Quantity | Proceeds 5 
1952: 4 
Cottonseed oil, refined _____... Pound 79, 101, 549 |$13, 790, 247 $83, 198 600, 225 , 009 % 
0 US {eee (aE) ee agit ahd BAe CBee te 734, 169 |. 22,209, 936 | 3, 586, 142 Q 
Linseed oil, (defense stock- 
A | RE Tee aT = ve Se ee eee et ) ae ae i 
Cottonseed oil, crude_-____.__- — wes. 6,095, 000 U.S eee 6, 095, 000 939, 408 
Cottonseed oil, refined _______- a | Wert 715, 768, 264 |126, 627, 219 2, 364,919 | 10,797,029 | 1, 782, 268 4 
TS ae BEE (aetna aa! PORE! 761, 437 9, 190, 532 | 1,345, 022 
Linseed oil (defense stock- 
Re ae ere ae : wee Se ee ae lO ee eee sae 
ee a ee eT Gallon_.- 344, 829 842, 991 11, 141, 959 3654, 968 ' 
eee eee Pound__| 5,775,177 | 1, 530, 421 RO Te ea, I 
Cottonseed oil, crude _....._-. _.do.....| 50,743,260 | 6, 486, 955 21, 647 | 49,945,436 | 5, 636, 132 ¥ 
Cottonsee1 oil, refinmed__._._..|_..do_...- 394; 437, 983 | 62, 139, 911 4, 633, 826 |294, 888, 389 |39, 408, 895 
oS © eer are ..do_..._} 90, 946, 766 | 14, 804,033 601, 247 |238, 377, 185 |18, 595, 921 
Linseed oil (defense stockpile)... ER ee eee oe 1,079, 940 | 93, 823, 460 | 6, 241, 834 
” SIRI cccnsancenintnenasensivantilte <oce Gallon. . 462, 345 1, 152, 838 15, 262 | 202, 802 346, 370 i 
55: | 2: 
ene a Pound..| 32,845,419 | 7,886, 862 117,966 | 4,903,798 | 1,099, 220 3 
Cottonseed oil, crude ---_-.-- ---d0_....| 99, 797,930 | 12, 967, 861 72,485 | 93, 524, 734 |10, 415, 109 £ 
Cottonseed oil, refined _-_---_.- .-do___._}110, 549, 100 | 16, 616, 812 3, 398, 809 |678, 735, 119 |88, 032, 424 F 
Linseed oil _______- --do _...| 97,672, 764 | 16, 341, 767 506, 626 | 84,476,776 | 7,452,051 
Linseed oil (defense stockpile). " eo eae ges Set | 269, 063 |205,053, 418 |12, 706, 487 
ONO O86 so cccs cccncc | Galton. Rees eS Lemninerninwnnees | 11, 300 462, 298 772, 769 
1956 (through Mar. 31, 1956): | 
eae hE ee | Pound. a 24, 745 5, 246 | 97,104 | 17,827,038 | 4,329, 036 
Cottonseed oil, crude. .._..._.}_.- do___._| 29, 714, 330 3, 849, 503 | 46,317 | 36,803,141 | 4,351,975 
Cottonseed oil, refined__ (a. | 12, 452,205 | 1, 682, 787 | 413, 485 |249, 522,507 (35, 545, 546 i 
SS ae = | 90, 283, 407 | 12, 849, 696 | 103, 064 | 81,199,775 | 8, 520, 233 





Mr. Mutrer. Before we recess I want to make a part of the record 
a statement from John A. Baker, coordinator of legislative services of 


the National Farmers Union. 


be made part of the record. 


(The statement is as follows:) 


The statement and attachment will 


| 
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NATIONAL FARMERS UNION, 


Washington, D. C., May 11, 1956. 
Chairman BRENT SPENCE 


House Committee on Banking and Currency, 
House Office Building, Washington, D. C. 


Dear Mr. Cuarrman: National Farmers Union supports expansion of the 
borrowing authority of the Commodity Credit Corporation to the extent needed 
to enable it to carry out the farm income protection responsibilities assigned to 
the Corporation by law. 

We understand, from the reports of that agency, that mismanagement over 
the past few years of the farm price-support program has been such that the 
capacity of the Corporation to carry out its appropriate functions in the year 
ahead requires an expansion of borrowing authority of at least $2 billion. 

The attached table indicates that the great increase in stocks taken over by 
the Corporation has resulted from the sliding scale price support policies of the 
administration. 

We, also, invite the attention of the committee to the fact that the administra- 
tion would not now have to come before your committee for additional borrowing 
authority if its influence had been as strenuously used to bring about improvements 
in the price-support programs as it has been used to bring about imposition of the 
sliding-scale. 

I refer to such needed improvements as expanded domestic consumption and 
export programs for farm commodities; to the needed establishment of a national 
safety reserve of food and fiber separate from the price support and farm market 
mechanism; and to the need, 3 years ago, to initiate a workable voluntary con- 
servation acreage reserve program, extend the authority to utilize marketing 
quotas and marketing orders to producers of farm commodities other than those 
so privileged by existing law, and initiate marketing premium payments to 
encourage the marketing of hogs and cattle at advantageous weights as well as 
other measures to keep the market supplies of farm commodities in a reasonable 
balance with augmented domestic and export market demand for food and fiber 
products. 

Moreover, we urge your committee to amend the bill before you to prohibit 
the use of any of the augmented borrowing authority to be used to make price- 
support loans of more than $50,000 to any 1 producer in any 1 year. 

We are in accord with your hope to report this bill without extended public 
hearings. However, we do wish the above matters to be brought to the attention 
of the members of your committee and of the House. To do this without request- 
ing time to be heard, we are sending this letter to you with the request that it be 
made a part of the record of your hearing. We understand that no general public 
witnesses will be heard, reserving your time solely to witnesses from the Depart- 
ment of Agriculture. In the interest of speedy enactment, we have no ob‘ection 
to this procedure, but we do wish our views to be made a part of the permanent 
record. 

Sincerely, 
Joun A. BAKER, 
Coordinator of Legislative Services. 
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Sliding-scale has not reduced farm production. When support levels were reduced, 
production increased, except where marketing quotas were put into effect 


Level of support | Produetion (millions of 

















units) 
Commodity | Unit 
| | 1952, 1955, | Percent! Pee ie Percent 
} per | per change 1952 | 1955 change 
} unit | unit | 
aes : SA ee eee es ee Me eee tte cS nat: ded 
| | | 
Wheat - = oh IR aticiss soatinctepty | $2.20 $2.06 | —6 1, 299 1938 1—28 
Lice __.| Hundredweight._.___- | $5.04] $466| —8 48| 153] 1410 
Cotton. Pounds and bales. ---- $0. 31 | $0. 31 | 0 15.1 114.6 1—3 
Corn é ‘ ; Eo  * ea ; $1. 60 $1. 58 —1 2,977 | 23,185 247 
Oats» _ sé , | SET $0.78 | $C.61 —22 1,260 | 1,576 +25 
Sorghum grain-. . Hundredweight_- ay $2. 38 | $1.78 —25 83 | 232 +180 
Soybeans__-- | Bushels............-..} $2.56 | $2.04] —20 298 | 371 +30 
TS isi ca, cisco cates |-.-----.----------------| .990| 975 | —17 | 80,812 | 87,773 +9 
Barley - - .- -----| Pounds...-.....--.---| $1.22 | $0.94) —23 226 | 391 +73 
Flaxseed ____- Bushels____-_--- | $3.77 | $2.91 —23 | 30 | 41 +37 
eto: oo, =. Bed eb” | Ve ee aw eres --| $1.42] $1.18 | —17 16 | 29 +81 
| | | | 





! Marketing quotas in operation in 1955 but not in 1952. 
2 Acreage allotments in operation in 1955 but not in 1952. 
8 Percent. 


Source: Crop Production, 1955, published by Agricultural Marketing Service, U. 8. Department of 
Agriculture. 


(The Commodity Credit Corporation submitted the following data 
for inclusion in the record.) 


INcREASED Cost To CCC DveE To INcREASEs IN INTEREST RATES TO PRIVATE 
LENDERS—Eacu Fiscat YEAR From 1952 TuHorovucu 1956 


The effective rate of interest paid by CCC to private lending agencies investing 
in loans under the price-support program at July 1, 1951, was 1 percent per 
annum, not including the compensation for services. 

The estimated amount of interest earned by private lending agencies since 
July 1, 1951, which was in excess of what their earnings would have been at a 
constant rate of 1 percent per annum is shown below according to fiscal years. 

(1) The total amount of increased earnings to banks investing in individual 
loans and regular cotton certificates of interest was: 


Amount of interest in excess 
of 1 percent earnings 


Wissel peer§OGs..3 25 «6. onsen S2k Bs ieeee coe bok. dtl eee None 
Fiscal year 1953_ g Sear —_ Sc aig att nants ents Sas lot So . $2, 340, 000 
Fiscal year 1954_ Beer open reer tere Se Oe 
Fiscal year 1955__- ay Sn aoe aeerees eee 
Fiseal. year 1956 '... ........-.-. ones --«---- 13, 413, G0 


Total Ee ee Sr i emt “academe ww me colagh Sn 39, 140, 000 


First 9 months based on actual holdings, last 3 months based on estimated holdings. 


Some part of this interest was covered by payment of interest by producers on 
loan repayments. 
(2) The amount of increased earnings to banks investing in special pool cer- 
tificates of interest was: 
Amount of interest in excess 
of 1 percent earnings 





Fiscal year 1952 ; eens! None 
Fiscal year 1953___-__- seats see None 
Fiscal year 1954__ F ee aes os mee es _. $8, 401, 000 
Fiscal year 1955__ : . eee 
Fiscal year 1956 !_- ; . Secondo ae 275, 000 

Total _ __ Le ee ; 13, 235, 000 


1 First 9 months based on actual holdings, last 3 months based on estimates, 
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Of the total amount of interest paid on these certificates, the Treasury Depart- 
ment restored to CCC the following amounts: 
Fiscal year 1954 


athe Een CAG ie eae nah $1, 868, 000 
Fiscal year 1955 


at x lrg es a a tah er, is Sache Ser oem oe : 4, 644, 000 








I PA Tn ee One : : _ 6, 512, 000 


he Chair. 
(Whereupon, at 4:35 p. m., the committee adjourned to reconvene 
at the call of the chairman.) 


Xx 








